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Smoking Out Tobacco’s Secrets 


Few plants have kept their biochemical secrets as well as tobacco. But in- 
vestigations with ultramodern research methods are helping The American 


Tobacco Company pace the industry in developing the ‘‘science of tobacco.”’ 





#7 Lk ae 
SOLVING TOBACCO’S GROWING PAINS. By collaborating with 


State and Federal Experiment Stations, American Tobacco is helping 
to push back the old frontiers. There is a revolution in the production 
of tobacco — new varieties, new cultural practices — new curing meth- 
ods. American evaluates them all to improve its products. 





STUDYING WHAT GOES UP IN SMOKE. For 50 years, American 
Tobacco researchers have been studying tobacco smoke. Today its 
chemical complexities are yielding to devices like this smoking 
machine, developed in our laboratories. Spectrometry and chroma- 
tography also help isolate these elusive components. 





SHARING SCIENTIFIC DISCOVERIES. More than 25 years ago, 
The American Tobacco Company, recognizing the industry's need for 
greater knowledge in the field, initiated a continuing program of bio- 
logical research in leading medical schools. The results have been 
published for the benefit of everyone interested in tobacco science. 









UNLOCKING CHEMISTRY’S PUZZLE. American Tobacco has cre- 
ated and adapted numerous devices that increase the scope and pre- 
cision of tobacco analysis. Typical of these is the Auto-Analyzer, 
recently adapted to the rapid and accurate determination of nicotine 
and sugar in tobacco and tobacco products. 








EXPLORING WITH ISOTOPES. By growing tobacco in radioactive 


nutriculture chambers like this, we obtain plants containing carbon 14 
and/or tritium, excellent tracing elements. Counting systems and 
scalers in our Radiological Laboratory can then track down these ele- 
ments and further analyze the components of tobacco and its smoke. 
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Southern California 
Edison Company 


DIVIDENDS 

The Board of Directors has 
authorized the payment of 
the following quarterly divi- 


dends: 


ORIGINAL PREFERRED STOCK 
Dividend No. 209 


65 cents per shore; 





CUMULATIVE PREFERRED STOCK, 
4.32% SERIES 

Dividend No. 58 

27 cents per share. 





The above dividends are pay- 
able September 30, 1961, to 
stockholders of record Sep- 
tember 5. Checks will be 
mailed from the Company's 
office in Los Angeles, Sep- 


tember 29. 
P, C, HALE, Treasurer 
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Think 


Deep 


...to solve 





the mysteries 


of the sea 


Global Marine Exploration—one of Union 
Oil’s newest subsidiaries — typifies thinking } 
which breaks the stereotype. 

It began as a company specializing in 
drilling into the ocean floor for new sources 
of oil. Today, Global’s portfolio of under- 
water projects reads like Jules Verne, 1961. 

Global has already been successful not 
only in drilling efficiently in very deep wa- 
ter, but in developing an improved closed- 
circuit underwater television system. 

Currently, the company is exploring 
other underwater problems in the fields of 
nuclear energy, rockets, radar—is also tak- 
ing part in Project Mohole to help answer 
questions about the moon’s surface by 
drilling through the earth’s crust from the | 
ocean floor. 

Thinking from a fresh point of view is 
one reason for the health of Union’s over 


half-a-billion-dollar business. | 


Our growth is unlimited so long as we 
continue to “think deep” to find better ways 


of doing things. 


YOUR COMMENTS INVITED. Write: Chairman of the 
Board, Union Oil Company, Union Oil Center, 


Los Angeles 77, California, " 
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The Trend of Events 


800% RISE IN EXPORTS TO RED BLOC... In the three 
weeks since President Kennedy’s speech on Berlin, 
U. 8S. goods licensed for shipment to Communist 
countries increased from $750,196 to $6,278,566, or 
800%. 

Under the circumstances, this will come as quite 
a shock to the American people, particularly when 
they learn that while action has been taken to stop 
this flow of American goods to the Communist 
countries, no change has yet been made in the ex- 
port control regulations which makes this possible. 

Aware of the acute shortage behind the Iron 
Curtain, and how effective an embargo would be at 
this particular time, there is bound to be consider- 
able questioning by the public regarding this situ- 
ation, for during the last few weeks the whole tem- 
per of the American people has greatly changed 
toward the entire question of any kind of trade with 
Russia and her satellites. 

Are we to assume this is another form of ap- 
peasement, or is it merely the fault of the various 
levels of bureaucracy, who have ignored the changes 
and have not asked for new instructions to meet 
the new circumstances? 

Members of Congress, greatly concerned by this 
situation, are now favoring legislation to put a halt 
to this unrealistic attitude toward East-West trade. 

In some quarters of the Administration there is 
a hesitation toward the taking of retaliatory steps 
against the Soviet Union, something that Khrush- 


chev is counting on when he takes an adamant pos- 
ture in dealing with the United States. The weaker 
his position, the firmer he stands. So weak in fact 
is his position in Berlin that he has dispatched 
emissaries to the various Asian states to explain 
his brink-of-war moves. 

At the same time, he is trying to divide the allies 
by encouraging pro-Communist elements to inter- 
fere in the affairs of countries in which we have 
bases — and threatening destruction if they refuse 
all in an effort to make them believe that Russia 
will be the victor should a hot war result, and that 
self-preservation calls for their neutrality. 

The Soviet Union has grown so franctic in its 
attempt to “bury” us that Khrushchev acts as 
though he already controls the world. And this is 
beginning to boomerang against him, as it did in 
Japan, when Mikoyan set himself up as arbiter of 
the U.S. Japanese treaty, where he was quickly 
slapped down by both the government and the press 
of the country. 

In the Argentine the people were so incensed over 
the two-hour discussion President Frondizi had with 
Cuba’s Guevara and fearful of a deal, that Frondizi 
was obliged to go on television to tell the people 
that he had yielded nothing to either Castro or the 
Communists. 

However, as far as the rest of South America is 
concerned, it will take strong action by the United 
States to win its confidence and adherence, despite 
the $200 billion Fund. END 
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| Tuis is a special edition of the Berliner Illustrirte for the United 
States. Two hundred thousand copies are being mailed to leaders in all 
walks of American life. It is our message of friendship, a renewed Berlin 
pledge in the cause of liberty. This is the first edition of the Berliner 
Illustrirte in many long years. The magazine first appeared on the — 
of Berlin in 1890, produced by the House of Ullstein. In 1933 the Nazis 
seized the B.I. and made it an instrument of Hitler’s brown tyranny 
over Europe. 

Today, with the red banner flying over the Brandenburg Gate, where 
once again peace and freedom in the world are at stake, we do not 
choose silence. The Soviets and their German puppets desire to split our 
Berlin the Red Capital of Europe. They are 


Berliner JMluftrirte 








into silence. 
edition, and we 
friends. 
gratitude to all in 








country forever, to make 
well aware that whoever rules in Berlin will, 

We Berliners know 
printer’s ink alone. But we are proud of our right of freedom of speech, 
today above all when tyrants in 


This is both the story 
the free 


one day rule all Germany. 
that we cannot defend Berlin with sweat and 


this same city wish to strangle us 


For this reason the re-born House of Ullstein produces this special 
send it to people who have already proved they are our 


and our way of expressing 
have remained true to us. 


HOUSE OF ULLSTEIN 


of Berlin, 


world who 


Reprint of President Kennedy’s January 1961 message is as follows: 






The new President of the United States _ 
John F, Kennedy sends 
the Berliner JMuftritte this 


_ message for the peopic of Berlin 


he world must know that we will fight for Berlin. We will 
We. are defending the freedom of Paris and New York 
when we stand up for freedom in Berlin. 

se ‘strong stand in Berlin and a strong American policy. 


vis-a-vis Moscow are the two essential elements needed to 





As g See GL / By CHARLES BENEDICT 


KENNEDY CANNOT AFFORD TO MUFF THE PLAY THIS TIME 


HE head-on challenge we face in Berlin must be 

solved if this nation is to win back even a modi- 
cum of the prestige we enjoyed when Mr. Kennedy 
came to office. 

After the performance in Laos, which cost us our 
influence in Asia—and the fiasco in Cuba, that 
hurt us deeply in Latin-America — the prestige of 
the United States was almost obliterated around 
the world. 

The first indication of the low esteem in which 
Khrushchev held our new Administration was evi- 
dent in Austria, when he condescendingly handed 
Mr. Kennedy a list of belittling demands and 
threats, and turned what was to be a “get ac- 
quainted” meeting into an unannounced Summit 
Conference. And yet the President, fresh from the 
grandeur of his reception in Paris, was thoroughly 
shocked by this experience for he had expected to 
bowl Khrushchev over. He apparently failed to 
realize that Cuba and Laos had been tests of his 
stature. 


608 


This was particularly surprising, for President 
Kennedy, when electioneering, had kept hammering 
away on the mistakes made by the previous Ad- 
ministration, which he claimed had lowered our 
prestige. And he vowed that if elected he would 
raise it to its former eminence. 

Instead, he has shown an amazing bewilderment 
about taking the steps necessary to meet each chal- 
lenge as it arose, so that respect for the United 
States has been completely shattered. In the face 
of each new crisis he has met the situation largely 
with words and demands on Congress for more 
money, and has failed to take the decisive steps 
that characterize true leadership—the kind of 
leadership we are looking for from our Commander- 
in-Chief — and of the quality that would inspire the 
country to rally to his support. 

The great battles of history were not won by 
weapons or billions of dollars—but by men of 
wit whose courage enabled them to overcome for- 
midable foes through understanding, and by strik- 
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ing at the weaknesses that always show up under 
the exercise of inordinate power, such as Khrush- 
chev controls. 

That our prestige is nill today — was clearly 
demonstrated in Montevideo, where our offer of 
$20 billion in aid — a fantastic sum — failed to win 
agreement to our demands for a provision calling 
tor honest and periodic elections. And to add insult 
to injury, this Peruvian supported political proposal 
was killed by the delegates in private huddles to 
please the Cubans, who had objected to the phrase. 

And, if this were not enough, Cuba’s Major Gue- 
vara, had the temerity to ask for a share in the 
billions of dollars the United States had appro- 
priated for Latin America. And when this brazen 
effort failed, Guevara using the well-known Red 
technique for getting a foot in the door, suggested 
inclusion of Communist economic advisers to ad- 
minister President Kennedy’s Progress Fund for 
Latin America! 

It was then that the Soviet Union took hold, and 
backed Havana in an attempt to reopen trade rela- 
tions with the United States, undoubtedly in an 
effort to cover up Russia’s incapacity to cope with 
the food shortage in Cuba, and her inability to 
relieve the deteriorating economic situation which 
is plaguing the Havana regime. 

Yet, in the face of such a resourceful enemy, 
there is hesitation in Washington regarding the 
application of economic sanctions against Cuba, so 
that doubt already exists that we will take advant- 
age of the golden opportunity we have to show up 
Russia’s inadequacy, — while a world, thoroughly 
disillusioned regarding our leadership looks on, and 
expects us once more to rely on words — words — 
words. 

Is it any wonder that Khruschev has gone ahead 
with his plan for Berlin — and on his own terms’ 

And his judgment was sure, for we took no 
action where, instead of writing notes, we should 
have acted immediately to prevent the setting up 
of the barricades. But not having done so, we can 
now tear them down, on the ground that they had 
no right to erect then in the first place, since to 
do so was a direct violation of the legal treaty. 

And now while we jitter, the Berlin situation is 
moving into areas that had not been contemplated 
by any of the parties involved, with ramifications 
which can have serious connotations for the future 
of Communism too, if we stand up to the Soviet 
Union, for the stakes involved are enormous. 


Enter the Common Market 


Khrushchev’s timing of action in Berlin, months 
before it was expected, could readily have been in- 
fluenced by Britain’s recent bid to the European 
Common Market, where her membership, and col- 
laboration with the United States and Canada, 
would have produced an economic-political align- 
men in Europe, of a magnitude such as the Soviet 
Union would not care to contemplate. West Ger- 
many, with its efficient industrial complex, which 
Russia has been craving for a long time, would then 
be lost to her forever and her control of the satellite 
states from the Baltic down would be jeopardized. 

In fact, Europeans are saying that it was recogni- 
tion of the opportunities inherent in this political- 
economic alignment that was in the main responsible 
for the exodus from backward East Germany, and 
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that Khrushchev’s hand was forced, since he did 
not know how far this move could spread behind 
the Iron Curtain—in Poland — Hungary — and 
Czechoslovakia, — to what extent the assurance of 
freedom, jobs through high industrial activity, and 
cultural advantages would motivate a flow of. re- 
fugees from Communism. 

At the moment West Germany is boiling against 
us, and when one remembers that the antidote for 
disillusionment with the United States would be a 
deal with the Soviet Union, we can quickly recognize 
the dangers inherent in this situation to our status 
as a first-class power — where the devaluation of 
our dollar would bring a decline in our world finan- 
cial and economic position. 


Where Does Britain Stand? 





Where is Britain in this picture whose com- 
mercial rivalry with Germany has produced two 
wars, and whose policy on the Continent has always 
been to divide and rule? She clearly has been the 
key influence for negotiation, compromise and ap- 
peasement, and against action in dealing with the 
Soviet Union. 

Already news from London tells us that Britain 
is now advising a change in the original firm stand 
regarding a Summit Meeting, and suggesting that 
the West take the initiative to bring one about in 
the near future. In fact, the three day delay in 
answering the Russians has already set the stage 
for a negotiated settlement in favor of Moscow. 
Failure to act against the Border’s closing has 
created the impression that the Western Powers are 
prepared to give what amounts to unacknowledged 
defacto recognition to East Germany. 

To the Berliners who took seriously the promise 
to defend their freedom made by President Kennedy 
after his inauguration, and reprinted herewith, it 
must be a jolting blow, for which generations of 
Germans will always blame the United States. 

Furthermore, the United States will be relegated 
to being a satellite of Britain. From the unfriendly 
reception given to West Germany’s President when 
he visited London, as wel! as the general acrimo- 
nious discussions involved in Britain’s attempt to 
force Germany to give her a favored nation treat- 
ment in the Common Market, a definite impression 
is bound to be created that it is Britain who ts 
ordering our affairs and not the President of the 
United States. 

It has long been established that British interests 
are not the same as ours, and, judging by the violent 
criticism of the Yankees appearing in her press, 
they do not want our missiles — our armed forces 
—or any part of us—except when they are in 
trouble — and I do not believe she will stand by our 
side when the time come. 

Historically, Britain will only take action when 
her own interests are concerned, as they were in 
Suez and recently in Kuwait. Only then will she 
forego note-sending and compromise, and resort to 
arms—as she did when she entered World War II, 
after Hitler had double crossed her in the deal for 
joint development of Russia to be undertaken after 
the war was over. 


In Summary 


The world is in too dangerous a position for an- 
other Munich sheltered 


(Please turn to page 656) 
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Market Discounting Heavy Spending 


While the Berlin uncertainty and advanced stock valuations are on the restraining side, the 
prospect of Federal deficit spending and strong revival in business activity are on the 
stimulative side. The latter considerations appear dominant in present investment thinking, 
suvgesting a basis for a further selective rise in stock prices. 


By A. T. 


INDIVIDUAL and institutional investors 
apparently remain more inclined to hold or buy 
stocks than to sell, but enthusiasm on the buying 
side at this time is more subdued than one would 
imagine from reading the professional-advisory 
predictions of the good times assumed to be ahead. 

The net change in the industrial average over the 
last fortnight was slight, while utilities rose moder- 
ately and the rail performance, featured by a rally 
last week, was the best seen since mid-June. For 
perspective on the background, the Dow industrials 
went through a two-months’ consolidation, includ- 
ing a retreat of roughly 27 points to the July 18 low 
point, followed by about a 43-point surge to the 
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August 11 high of 722.61 and a fractional rise to 
723.54 last week, amounting to a betterment of the 
mid-May high by less than 2.5‘ 

It can be argued that this additional advance in 
a short period of time created need for another con- 
solidation and justified last week’s narrow move- 
ment. However, the technical position could hardly 
be greatly weakened by so modest a net addition to 
the prior rise. Other considerations are the sobering 
Berlin uncertainty, which may hang over us for 
some months to come regardless of day-to-day vari- 
ations in the news, and the fact that prices of so 
many stocks discount hoped-for gains in earnings 
so far “around the corner.” This might reauire 
fairly freauent pauses or corrections, 
even though the business revival, the 
rise jn defense outlays and the inflation- 
ary potentials of the Administration’s 
loose fiscal policy are basically on the 
stimulative side. 

Rails Getting Into Step? 

So far as it goes, moderate improve- 
ment in market behavior of the long- 
laggard rail list is on the encouraging 
side. It would seem to be justified by 
prospects for at least partial recovery 
in recently depressed earnings as a re- 
sult of rising industrial activity. The 
rail average remains well under its best 
May level and further under the re- 
covery high of last March. 

Even if it should rally enough to pro- 
vide a “Dow-Theory confirmation” of 
the market’s indicated upward trend. 
that would be nothing to get excited 
about. The market can and has gone far 
without help from rails. Reflecting 
basic change in the industry’s status, 
the rail average stands about 37 points 
under its 1956 high and some 45 points 
under its 1929 top, while on the same 
comparisons the gains for the industrial 
average are roughly 262 points and 
343 points, respectively. 

The principal technical indicators are 
more negative than bullish or bearish 
at the moment. Mainly reflecting less 
aggressive buying, the favorable de- 
mand-supply spread shown by our mar- 
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ket support measures (see 
chart herewith) narrowed 
about 6 points last week. 
Despite some improve- 
ment late in the week, the 
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ver buying in the odd-lot 
operations in recent days. 

To say that the quality of market leadership at 
present is good or that it is poor would be equally 
misleading generalizations. Many good-grade stocks 
are showing strength. On the other hand, there has 
been a considerable revival of speculation in low- 
priced stocks both on the Big Board and the Ameri- 
can Exchange, as well as in the over-counter market. 
Thus, the Big-Board feature last week was a 50° 
rise in low-priced Studebaker-Packard of all things. 
Yet, on the whole, it can be said that the market is 
more sober in movement than on the Spring rise. 

A basis for a further rise in average stock stocks, 
with the possibilities probably more moderate than 
dynamic, can be rationalized on two main counts: 
(1) Federal deficit spending and its inflationary 
potentials; (2) impressive business revival, promis- 
ing a sharp gain in recent recession-level corporate 
profits over the next 12 months or more. Since these 
considerations are tied together, it is immaterial 
where one puts the emphasis. 

The inflation potential is, of course, a debatable 
matter. Wholesale prices of industrial raw materials 
are depressed and no doubt will rise to some extent 
in business revival. Farm prices must respond to 
drought in the northwest. Yet, basically we have a 
situation of excess commodity supply and excess in- 
dustrial capacity. Because this is so, the Eisenhower 
$12-billion deficit in the 1958-1959 fiscal year had 
little effect on prices. For reference, the forecast 
Kennedy deficit for the year begun July 1 is $7 bil- 
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lion or less. Barring war, the chances are that it will 
be much less, possibly even eliminated as officially 
promised, in the year starting next July 1. 
There is no debate about the business revival. 
Federal Reserve Board’s production index reached a 


The 


new peak in July, thus more than making up the 
mild 13-month recession in five months. It did so 
under leadership of consumer goods. It did so with 
outlays for equipment (including defense), housing 
activity, steel output and automobile output all well 
under best earlier levels. 

It follows that, when the latter segments of the 
economy get rolling and when the Administration’s 
added $5 billion in defense outlays are super-im- 
posed, we are likely to have a business boom of some 
duration. Because of increased sales volume, total 
corporate profits could have a full recovery or even 
get toa record level for a time. But margins—profit 
per dollar of sales—are not assured of full recovery. 

We must repeat that cyclical recovery, or a bit 
more in company earnings does not foot up to 
growth; and that it is growth, plus inflation, that 
the market is so largely allowing for in stock prices. 
The current evidence is that the discounting process 
probably will go further. This assumes neither all- 
out war nor peace in the old meaning of the word. 
If the no-war assumption should be wrong, talk of 
business and the market would be frivolous. A se- 
lective investment policy remains advisable.—Mon- 
day, August 21. 
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OUR OUTMODED ANTITRUST LAWS 


THE NEED TO MODERNIZE : 


By PAUL J. MAYNARD 


] 
— The actions being brought on the nebulous grounds of ‘“‘tendency 
' 


toward monopoly” that help Khrushchev to unbalance our economy 


@ The puzzling aspects in Government suits, merely on “alleged possibility of monopoly” | 
rather than on monopolistic practices —and the various companies involved 

@ When the Sherman Antitrust Act was passed in 1890 General Electric was only an | 
infant ... and the modern Standard Oil of New Jersey — General Electric — and | 


U. S. Steel weren't even dreamed of 


@ Why handicap our defense effort and our economic well being and growth? 
@ How can small companies compete with the Giant Russian Monopoly — only bigness can 
save us today ... then why penalize industry and its efficiencies? 


HERE is no question that every fair-minded and 

reasonably well informed citizen of the United 
States wants our antitrust laws enforced vigorously. 
Monopoly, except where permitted subject to regu- 
lation, is basically abhorrent to the fundamental 
philosophy of America’s free enterprise system. 
However, so zealous has the Justice Department’s 
Antitrust Division recently become in instituting 
suit after suit at the drop of a hat against almost 
every major corporation in the country that one 
wonders whether the target is monopoly or whether 
it is big business as conducted under present day 
conditions. 

The recent strong hint that antitrust proceedings 
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might be instituted against American Telephone & 
Telegraph Company illustrates this doubt. Just as 
one agency of the Federal government gave A.T.&T. 
approval to put into orbit satellites for relaying 
messages around the world, the Antitrust Division 
indicated that it was studying the feasibility of 
forcing the company to divest itself of its overseas 
communications networks. 

Philosophy Behind A.T.&T. Case Questionable 

This case raises two highly significant points, 
illuminating the entire question of whether recent 


actions of the Justice Department’s Antitrust Divi- 
sion have been based on sound administration of the 
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anti-monopoly laws or whether they have reflected 
fuzzy-headed political thinking or even philosophical 
antagonism to big business per se. First, a suit 
against A. T. & T. cannot possibly be based on win- 
ning, for the public, relief from harmful monopolistic 
practices. It is a recognized fact that our country 
has the finest and most efficient communications 
system in the world. This is chiefly provided by one 
large public utility company, in other words a per- 
mitted monopoly, subject throughout its history to 
close regulatory supervision. Its accomplishments 
are impressive. Since 1927, when the first radio 
telephone circuit was opened between the United 
States and Britain at a cost of $75 for single tele- 
phone call, the charge for such a call has dropped 
to $9 on Sundays and at night, and $12 at other 
times. The quality of overseas telephone service to- 
ay is also vastly superior to that provided earlier, 
ind the Bell System has 





enterprise system free of monopolistic and com- 
petition-stifling tendencies is very difficult and 
complex. It is not a problem to be solved by bull-in- 
the-china shop tactics, political name-calling, or 
prejudice. The Sherman Antitrust Act was placed 
on the statute books seventy-one years ago, and it 
must be recognized that business in 1961 is very 
different than it was in 1890. Notwithstanding rash 
statements made by certain Justice Department 
leaders in recent months, it is not always possible 
for a corporate executive to know whether the 
somewhat nebulous antitrust laws are being com- 
plied with in every respect. Under these circum- 
stances, to pillory a company or a business leader 
for violation of a law as difficult of precise definition 

as the Sherman Antitrust Act is patently unfair. 
@ An interesting question by the presiding Fed- 
eral judge in an antitrust action opposing the 
merger of two Philadel- 








vorked constantly to -——- ——____—_.--—..- . —_— 


wing it to its present 


state. 
A Suit Would Be Poorly 
Timed Company 
Here is an _ instance U.S. vs. American Cyanamid, 


where one agency of the Myers and Pfizer. 


Federal Government has U.S. vs. National Dairy Products, Milk Milk 
Distributers Ass’n. and others. 


attacked a leading cor- 
poration which another 
agency considers to be 
highly important both to 
the nation’s defense and 


U.S. vs. Chrysler Corp. 
U.S. vs. General Motors. 


Protective Co. 


Recent Antitrust Cases 
instituted By The Department Of Justice 


U.S. vs. Grinnel Corp., Am. District Tel., 
Automatic Fire Alarm and Holmes E'ec. alarms 


phia banks illustrates the 
nebulous nature of the 
concept of monopoly. The 
judge asked the prose- 
cuting attorney how 
many banks there were 
in Pennsylvania. After 
learning that the num- 
ber was in the many 
fii hundreds, the judge 
aimee | asked if the reduction 
Locomotives | 
| of the number by one 
Fire and burglar 

| would create a monop- 
|} oly. The obvious answer 


Commodity 


Bristol- antibiotics 


to its economic and sci- U.S. vs. Aluminum Co. of America and Aluminum was no. 


entific progress. The en- Kaise: Aluminum. prods. : 

tire Bell System, includ- U.S. vs. Avdel Inc. Quick-release pins Justice Department 
ing the activities of the U.S. vs. Continental Oil of Texas Petroleum refining Stretches Monopoly Concept 
Bell Laboratories and U.S. vs. McGraw Elison, Oliver E'ectrical, Transmission line -.. To the Breaking Point 
Western Electric Corpo- A. B. Chance Co. and others. hardware In its zeal to attack 
ration as well as the U.S. vs. International Resistance, Speer Composition i} bigness in business, the 


regional telephone oper- Corben end others. 


ating company subsidiar- 


U.S. vs. Ryder System (consent decree). 


electrical resistors Justice Depart ment has 


Wuck rental broadened the concept of 


ies, contributed mightily U.S. vs. International Salt, Morton Salt, Rock salt | simple monopoly to “con- 
to America’s winning of Diamond Crystal Salt and Carey Salt Co. | ditions which might cre- 
World War II. Nor can U.S. vs. No. American Van Lines, Aero Moving household ate a tendency toward 


there be any doubt that 
in the present world sit- 
uation, particularly in 
the close scientific and 


burton Co., and others. 








Mayflower Transit, and others. 
U.S. vs. Borg Warner, Dresser Inds. Halli- 


U.S. vs. Amer. Optical and Bauch & lomb. 


goods || monopoly.” This notion 
Oil well processing | has been especially ap- 
i} parent in the Depart- 


Eyeglass lenses ’ 
“ | ment’s attacks on pro- 














economic race with the 
Communists, we need 
every ounce of strength the nation can draw upon. 

Within this background, wouldn’t the institution 
of a harrassing investigation and law suit against 
A. T. & T. be at odds with our principal objective? 
Is it wise to divert the energies of essential, highly 
skilled business executives to costly, time-consuming 
and exhausting law suits, particularly when no op- 
pressive monopolistic evils can be alleged? 

> Similar questions relate not solely to A. T. & 7. 
but to many other of America’s large industrial 
companies whose continuing economic and financial 
well-being is vital to the prosperity and even the sur- 
vival of our nation. » If we are to forge ahead and 
regain the lead over Soviet Russia in the Space Race 
and the Cold War, surely we cannot afford the luxury 
of attacking the sources of our economic strength. 


Nebulous Character of Many Antitrust Laws 
@ To be sure, the question of how to keep our 
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posed bank mergers, 
where it is virtually im- 
possible to prove monopoly in its true sense. Thus, 
the vaguer charge that the merger might create a 
tendency toward monopoly is put forward. Since 
almost any business combination might fall within 
this definition, it is obvious that if the Antitrust 
Division is upheld in this position, its powers will 
be practically unlimited. 

& An examination of the nature of the antitrust 
suits which have been instituted recentl: by the 
Justice Department reveals that a large percentage 
of them are based on alleged tendencies toward 
monopoly or suppositions as to possible increases in 
an atmosphere of monopoly rather than on solid 
grounds of actual existing monopoly. 

®& The protracted du Pont-General Motors case 
illustrates this charge of philosophy. For the many 
years that du Pont has owned its large interest in 
General Motors, no conspicuous monopolistic evils 
appeared to arise therefrom. The Justice Depart- 
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ment’s further attempt to force General Motors to 
divest itself of its Electromotive Division and its 
finance subsidiary also appears to be based more on 
“iffy” grounds of possible tendencies toward 
monopoly than on actual monopolistic evils. In 
reality, these two subsidiaries have served the pub- 
lic very well. Most of the antitrust suits instituted 
against a broad list of major companies in recent 
years have been based on these nebulous grounds 
of “tendency toward monopoly” rather than on 
actual monopolistic practices. 


Shall We Turn the Clock Back? 


Any reasonable evaluation of the problem of 
monopoly in America’s economy today must be suffi- 
ciently practical to acknowledge certain basic fea- 
tures of our present-day business world. When the 
Sherman Antitrust Act was passed in 1890, General 
Electric Company was only an infant and such other 
corporations as the modern Standard Oil Company 
(N.J.), General Motors and United States Steel 
Company had not even been dreamed of. In today’s 
highly industrialized world, big labor and big gov- 
ernment exist side by side with big business. 

It is impossible to turn back the clock and frag- 
mentize our large corporate entities for the sake of 
a theoretical concept of all-out competitive activity 
among a large number of small business organiza- 
tions. Even if this could be done, it would be ex- 
tremely injurious to America’s economic well-being 
and to the nation’s competitive position relative to 
the large business organizations in other major 
countries of the world. 

> Profit margins today are so low and business 
so unpredictable and risky that some price stability 
is needed to justify long-range planning and gigantic 
expenditures for research and development of new 
products. 

In the field of drugs and chemicals a company 
which has made large expenditures for the discovery 
and production of a valuable new product should be 
allowed some opportunity to recover its development 
costs before totally free competitive forces are re- 
leased to drive profit margins below the point where 
developmental costs can be recouped. In brief, in- 
novators should be entitled to rewards for their 
xpense and risks. In this connection, it is interesting 
to note that the Justice Department has just in- 
dicted three leading manufacturers of antibiotic 
drugs (Charles Pfizer, American Cyanamid and 
Bristol-Myers) and the three top executives of these 
companies on price-fixing and monopoly charges. 
The defendants are accused of conspiring to monop- 
olize the manufacture, sale and distribution of broad- 
spectrum antibiotics, including aureomycin, terra- 
mycin and tetracycline. The merits of the case can- 
not be decided of course until all the facts are 
known, but the problem of recovering research and 
development costs is undoubtedly a factor that must 
be taken into consideration. 


Near-Hysteria in Government Statements 


In his first speech after becoming head of the 
Justice Department’s Antitrust Division last April, 
Mr. Lee Loevinger, a former justice of the Minne- 
sota Supreme Court, asserted: “Conspiracy to vio- 
late the antitrust laws is economic racketeering 
which gains no respectability by virtue of the fact 
that the loot is secured by stealth rather than by 
force. Those apprehended in such acts are and will 
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be treated as criminals and will be subjected to as 
severe punishment as we can persuade the courts 
to impose.” 

In commenting on the electric equipment case 
which involved General Electric and Westinghouse 
among others, former trust-buster Robert A. Bicks 
stated that those same companies “have mocked 
the image of that economic system of free enter- 
prise which we profess to the country and de- 
stroyed the model which we offer today as a Free 
World alternative to state control.” 

»> These are indeed strong words and reflect an 
extraordinary degree of zealousness and suspicion 
bordering on complete antagonism toward our major 
business enterprises. Actually it would appear that 
the facts fail to justify such extreme condemnation. 
Our antitrust laws are not spelled out in terms as 
clearly as these condemnations intimate, nor are 
the present-day attitudes of our business leaders 
anything like those of criminal racketeers. Even to 
suggest this is to profess ignorance or a strong 
degree of prejudice. The executives of such corpora- 
tions as General Electric and Westinghouse Cor- 
poration who were jailed by Judge Ganey in the 
electric equipment case were not apparently seeking 
exorbitant profits for themselves personally but 
rather were attempting to obtain reasonable profit 
margins on their corporate divisions’ business—a 
return on sales sufficient to provide a satisfactory 
return on the investments entrusted to them. Some 
motive of protecting smaller competitors may also 
have been present. That these men were wrong in 
the methods adopted to achieve these ends is not 
questioned. But that such men can be likened to 
hardened criminals and racketeers is absurd. 


Price Uniformity Often Constructive 


Tendencies toward price uniformity and stability 
do exist in many of America’s businesses today. 
From such basic industries as steel and cement, with 
their basing-point price systems, to consumer prod- 
ucts such as automobiles, liquor, cigarettes, milk 
and bread, there is a considerable amount of price 
similarity and price maintenance. This is not neces- 
sarily wrong or illegal. Were it not for some degree 
of price stability, in fact, profit margins would be- 
come non-existent and chaotic price wars would 
result in more harm than good. 

A system of absolutely free enterprise might even 
result in a single, highly efficient company besting 
its competitors and working its way into an abso- 
lutely monopolistic position. As Henry Ford II put 
it recently: “Through sheer excellence of perform- 
ance, efficiency and aggressiveness, a company may 
come to so dominate a market as to bring itself in 
violation of the law for monopolizing under Section 
Il of the Sherman Act.” 


Unintended Monopolies 


The Aluminum Company of America provides an 
excellent example of a perfectly legal monopoly of 
the market built up through progressive and ag- 
gressive action. But Alcoa finally grew so large and 
powerful that the government moved to break it up 
and helped to establish a competitor. A preventive 
measure by large companies in such cases may be 
to put a price umbrella over smaller competitors. 
Herein lies the dangerous possibility, however. that 
such a practice might be found to be illegal. Pitney- 
Bowes and United (Please turn to page 647) 
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WHAT SECOND QUARTER EARNINGS 
REPORTS REVEAL 


— By Industry — By Company — looking to year-end and into 1962 


By WARD GATES 


@ Sales and profit margin trends for various industries 
@ Companies with earnings going contrary to the trend in their industry 


URING the last two weeks many additional sec- 

ond quarter earnings statements have become 
available which more or less confirm the general 
conclusions indicated in the first article of this 
series, in our last issue. 

The business recovery of the second quarter, as 
had been universally expected, was accompanied by 
a marked improvement in corporate profits from 
the depressed levels of the initial three months of 
the year. Most concerns, particularly those in capital 
goods industries, reported June quarter earnings 
below those of the similar 1960 quarter, however, 
and profits for the first six months of the year are 
still generally well behind those of the 1960 first 
half. While on balance the news contained within 
second quarter interim earnings reports must be 
viewed as favorable, it is of considerable significance 
that profits for the period failed to rebound with 
the vigor displayed during earlier business upturns, 
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as price weaknesses and increasing operating costs 
continued to exert pressure on margins. 


Margins Continue Long Term Downtrend 


A study compiled by the First National City Bank 
of New York reveals that profit margins of a rep- 
resentative group of manufacturers rose to 6.2‘. 
for the three months ended June 30 from the 5.4% 
experienced by the same group during the initial 
three months of the year. It is only natural that 
margins should improve under the crcumstances, as 
sales are normally much less volatile than earnings, 
which tend to rise more rapidly than revenues dur- 
ing the early phases of a business upturn. 

The degree by which margins improved must be 
considered a definite disappointment, however, as 
they still trailed those of the 1960 second quarter— 
a period during which most corporations were oper- 
ating at a higher percentage of capacity, and hence 
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Quarterly Sales, Profit Margins and Earnings of Selected Companies 
—Second Quarter 1961——- -——first Quarter 1961 ———Second Quarter 1960-—— 
Net Net Net Net Net Net Net Net Net 
Sales Profit Per Sales Profit Per Sales Profit Per 
(Millions) Margin Share (Millions) Margin Share (Millions) Margin Share 
ES ee a Re ee TED $ 50.1 5.7% $.73 $48.4 5.0% $.71 $50.9 7.4% $.96 
Allengheny Ludium Steel .0.0...............ccccccceees 60.8 47 73 54.1 2.6 37 55.7 1.3 19 
Misseninwm Co. OF Amel. ....0000000sesssssescscsccescesese ; 211.3 5.5 52 201.6 4.0 -36 221.8 4.0 .40 
NINN CRIED cc cncsascoousicoccossnansatsoeeesisones 40.4 2.8 72 37.0 2.4 56 46.1 4.5 1.20 
American Home Products ...................c00cccceeeeeee 103.0 11.8 1.57 134.7 9.4 1.64 103.2 WI 1.49 
I I iki ccd cicccnsssaserconceaconenieninnon 327.4 5.2 1.26 299.0 5.0 1.11 308.4 5.1 1.15 
IID ninsksiediiniiennssapinadesectnanssbisiniinnee ; 50.8 2.9 -32 50.3 3.6 39 53.3 3.2 36 
III, ics enseissaticssiesbneuissliosincstebxsessusuecanviciasns ' 245.4 3.3 81 238.6 2.3 57 241.4 3.2 .80 
Bristol-Myers ............ _ N.A, N.A. 55 N.A. N.A. .63 N.A. N.A. 47 | 
IIL i ccivasinsninicioasoutecncibepcinnccaanseieoncaneives 94.3 1.9 27 90.4 1.5 21 102.8 2.5 30 | 
Celanese Corp. of Amer. 2.0.0... ....ccccccccscceseeeseeeee 71.4 7.0 52 62.0 5.7 -32 70.7 7.3 55 | 
ID TINIE GID oseescicsscsscccscososceserccce N.A. N.A. 53 N.A. N.A. 74 N.A. N.A. 70 
SE On ne nee 24.0 5.2 64 22.7 5.1 -60 25.4 6.3 84 | 
ID 1 ta scnhlc cage ekébdahaebnonndbdindeeabeenais 28.1 2.6 72 28.6 4.6 1.30 23.9 3.2 75 
Coca-Cola . ivhiielie asians taauslihaiphabaataaibaee N.A. N.A. -85 N.A. N.A. 58 N.A. N.A. 82 
IID is ecsscpiavescsssntiscsseisadnisersetwisoosnnes 154.8 3.5 67 149.5 3.3 .60 147.5 3.7 66 
cdi a a a aiatadas tals seaeiecanatsioabake 35.7 7.3 .87 31.3 6.6 69 38.5 9.1 1.20 
TIN itt aici untechbinckasaseeniebeasesinaneinaananans 67.4 4.9 65 53.3 2.8 31 70.5 3.9 52 | 
III cscduyssnabisiiismaneusiesensnnsipneneteebiniens 36.1 6.4 -62 33.8 6.4 59 38.6 6.3 -66 
RIN, ssednestseneopnvesericensavnnnecie 15.9 4.0 79 13.8 3.0 .50 16.3 49 98 
EE IIIS «ciiindnseenaiesisicaimonciaiencenamnmennin 113.9 7.3 1.17 91.4 4.8 -62 103.8 7.8 1.16 
SE III ons scsseniiiinantichsenennenainmmieaniibiuiapencnaiienies 1,878.3 7.0 2.42 1,461.1 5.2 1.39 1,790.4 6.8 2.22 
General American Transp. ...................00c0000008 68.1 5.8 70 59.4 7.3 77 62.3 8.3 94 
General Railway Signal ......................0. sae 8.6 6.9 45 9.8 6.5 48 8.6 7.9 52 
Goodyear Tire & Rubber ...... 380.5 6.0 68 345.6 4.4 45 412.4 5.0 62 
Grace (W. R.) & Co. 0.0.0... 139.3 3.6 1.01 133.8 2.7 71 154.0 2.8 .88 
Inland Steel 190.3 7.1 77 160.9 5.0 46 204.5 7.0 -82 
Joh ERE eerie aren nae et er 81.5 5.0 .60 79.7 4.5 61 76.1 49 .63 
eee cabidieaisaiaieasintblibinapinienlnionmdinpeunanie 27.9 3.7 57 23.7 2.9 -36 25.4 3.8 53 
N.A.—Not available. | 
| 



































of less efficient 
case 


were utilizing a greater amount 
marginal production facilities than was the 
during this year’s second quarter. 

@ Moreover, the 1960 period was not an especially 
good one, so that the failure of margins to return 
to the year-earlier level during the second quarter 
of 1961 assumes some significance. 

@ While casual observers of the economic scene 
may remember the June, 1960, quarter as a relative- 
ly favorable one in contrast with the recession- 
burdened months which followed, profits of the 
First National City Bank sample mentioned above 
during the 1960 second quarter were 12% under 
the corresponding 1959 period. Thus, while the re- 
cent recovery in profit margins gives some comfort, 
evidence is lacking that the long term downtrend of 
profit margins which has become increasingly ap- 
parent during the past several years has been re- 
versed. 

Chemical Earnings Spotty 

Many major chemical companies reflected this 
margins squeeze in their latest earnings reports, 
with most concerns witnessing a modest increase 
in sales accompanied by a decline in profits from the 
like 1960 period. Giant Union Carbide, for example, 
reported a 5% sales gain, although earnings were 
9% lower than the $1.30 per share earned in the 
second quarter of 1960; this confirmed the general 
trend of chemical earnings already suggested by 
the DuPont and Allied Chemical reports. Results for 
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Diamond Alkali also conformed to the pattern, with 
forward progress slowed by price weakness due to 
overcapacity in various product lines. 

While lower prices and higher costs affected most 
chemical companies during the first half, Air Re- 
duction’s second quarter earnings proved unusually 
disappointing, as they declined almost 25% on vir- 
tually the same sales volume as during the cor- 
responding 1960 quarter. The fact that the company 
has been one of the few chemicals to maintain mar- 
gins during the first quarter had generally been 
considered a show of strength. With per share 
earnings in the June quarter only 2¢ above the 
March period’s 71¢, it now appears, however, that 
the earlier period’s results may have been inflated 
to the detriment of the second quarter. The com- 
pany’s results during the second half should clearly 
indicate whether this was the case or whether it 
is no longer able to maintain its former level of 
efficiency. 


Exceptions to the Rule 


Though it is not exclusively a chemical company, 
W. R. Grace’s chemical operations continued to show 
one of the most impressive growth records within 
the industry. Despite generally adverse weather 
conditions, the Administration’s Emergency Feed 
Grain Program which adversely affected its agricul- 
tural chemical sales, and industry-wide high-density 
polyethylene price cuts which retarded the progress 
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| Quarterly Sales, Profit Margins and Earnings of Selected Companies—(Continued) 

Second Quarter 1961 ¥irst Quarter 1961- Second Quarter 1960 

Net Net Net Net Net Net Net Net Net 

Sales Profit Per Sales Profit Per Sales Profit Per 

(Millions) Margin Share (Millions) Margin Share (Millions) Margin Share 

III? iis sicscsniissutstnchnneneuiiiiennenenenaaiice . $138.8 14.4% $1.82 $117.6 13.7% $1.46 $132.2 18.5% $2.21 
IIIT saeiehiinsdeccuannesacaneiadnnealbienninmeicaiceneneiennaimnaaneer 70.2 2.6 73 58.8 1.5 34 80.5 3.2 1.00 

I a i 61.0 3.1 .63 55.2 2.7 49 76.3 48 1.29 

III: ‘s:ccondtignaasnnntsnigeelessiiaesniiceauisiaaneen 92.7! 3.4! 59! 73.8! 3.3! 46! 81.8! 4.6! 7m! 

CG eae aoe 57.8 10.7 57 54.9 11.2 .57 55.6 13.2 .68 

Minnesota Mining & Mfg. .................ccccceccceeee 151.0 11.8 35 139.6 11.8 32 134.3 12.0 32 

III iis alithechdsinketiabiinesnenndeasnnecitiainnd sanduianemninedee 68.9 3.2 56 59.7 1.3 .20 74.6 4.6 86 
National Cash Register ...............ccccccccsceseeeeeeens 126.8 3.4 -55 112.0 3.3 47 108.3 3.8 52 
INI IID UII. sccnencsnnvcrescesscnccnnesoezemee 444.7 2.9 91 440.9 2.4 74 415.3 3.4 1.02 
National Distillers & Chemical .......................... 191.7 45 .66 136.7 3.5 42 183.8 3.4 46 } 

| Owens Illinois Glass ... 142.6 5.4 95 143.2 6.1 1.09 148.6 6.9 1.28 

i. III SirsscsclisiieeaininspuneenicieidibieiiiamaneaiaadlonGetin N.A. N.A. .67 N.A. N.A. 38 N.A. N.A. .65 
IIT, inicissicntennamistcenien nein 142.0 1.1 .40 138.1 9.8 33 142.8 14 .52 
Reynolds Metals ............ solanulaatasiasianiiaduabiaiadiiniaade 115.7 5.1 .30 108.9 4.8 25 109.5 6.5 36 
I aiid csncelaciciasncticcnaesglpnccasmdiienantiiagia 58.7 9.7 4.99 56.2 10.5 5.22 59.9 10.9 5.53 
SIT III. ss siinsicseipiniinlianabiccehsnimiideninedsdacinitinieie 20.7 9.2 45 18.8 9.2 41 20.4 6.1 29 
Standard Brands 151.0 2.8 64 150.3 3.1 69 131.9 3.0 59 ' 
SE II sn cciiaricciecasrnnrinnceseceensnesannis 62.7 9.0 61 55.9 6.7 .40 61.1 9.4 .63 
Re Fe I vcvisinscceincsmsisnnssennces 16.0 20.0 .33 13.4 20.4 .27 16.0 21.3 34 
DR Tay BRIG onsnccccccsivcccecssesinsccosscevanse N.A. N.A. 78 N.A. N.A. .38 N.A. N.A. 1.10 
Union Bag & Paper ..................--... 55.2 7.8 56 51.9 7.5 51 57.8 9.0 67 
BN IID ccnsncntsccenesnosssspnesestans 383.1 9.3 18 364.3 9.2 1.13 376.3 10.3 1.30 
Union Tank Car 25.6 8.1 59 23.1 8.5 56 28.3 6.6 53 
ID insccintecsucntiaieeliniitatoiiies N.A. N.A. 74 N.A. N.A. .02 N.A. N.A. 38 
GAREY ener aenene 39.2 W7 33 39.4 13.8 39 36.8 12.6 33 
U. S. Rubber ............ — 254.5 3.3 25 219.5 2.3 68 256.0 3.3 1.26 
Warner-Lambert Pharm. 49.8 7.9 75 48.2 7.5 68 46.8 7.4 .65 
Westinghouse Air Brake .......... 46.2 5.1 57 38.9 4.2 39 50.9 3.9 47 
Wheeling Steel . 55.2 3.8 81 44.3 d9 4.39 60.3 4.3 1.04 
N.A.—Not available. d-—Deficit. 1_ 12 weeks. 











of its Polymer Chemicals Division, Grace was stil! 
able to report higher chemical earnings for the first 
six months than those for the corresponding 1960 
half. 

The company’s other major divisions also enjoyed 
a satisfactory first half, with the Grace National 
Bank making substantial gains in deposits, loans 
and earnings, and the Grace Line showing a profit 
in contrast to its deficit of the 1960 first half. Earn- 
ings of Cosden Petroleum (53% owned by Grace and 
consolidated in its statements) also had higher 
earnings for the half, although second quarter earn- 
ings were held down by lower prices, as was the 
case with most oils (see article on the oils, starting 
on page 628 of this issue). For the full six month 
period Grace’s earnings from operations jumped to 
$1.72 from $1.43 on a 10% decline in revenues, 
making it one of the few important companies to 
experience a healthy improvement in margins dur- 
ing 1961 to date. 

With both commercial machinery products and 
chemical sales up slightly during the first six months 
of the year, FMC Corporation (formerly Food Mach- 
inery & Chemical) represented another exception 
within its group, as revenues and earnings estab- 
lished new highs for both the half and second quar- 
ter. In its interim report to shareholders, however, 
management expressed concern over its increasing 
difficulty in maintaining margins as labor costs con- 
tinue to rise. Second quarter sales were even held 
back somewhat by lost production resulting from 
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three strikes, which makes FMC’s record perform- 
ance for the half year considerably more impressive 
than indicated by the narrow earnings improvement 
of only $0.08 per share over a year ago. 

Results for Koppers Company were also signi- 
ficantly better during the second quarter than dur- 
ing the prior three months, with per share earnings 
rising from $0.34 to $0.73 on a sales gain of less 
than 20°. For the first half, however, the overall 
pattern remained the same as for most chemical 
companies, with earnings well behind those of the 
1960 half. Kopper’s sales suffered even more than 
most, as revenues of both its Engineering & Cons- 
truction and Gas & Coke Divisions fell sharply, re- 
flecting recent low levels of steel production. More 
hopefully, the company’s backlog as of June 30 stood 
$22 million higher than on the same date last year, 
and a strong second half (contrasting with last 
year’s depressed results for the same period) could 
still make this a year of progress for Koppers despite 
the first half decline in earnings from $1.71 per 
share to $1.07. 

A similar outlook prevails for most companies 
within the industry, and modest gains are expected 
to be the keyone of full year earnings results for 
the chemical industry as a whole. The ability of the 
industry to show significant gains in 1962, assum- 
ing a continuation of the current economic come- 
back, will provide the real test as to the degree to 
which cost-cutting can offset lower prices. At this 
point it seems unlikely that margins will return to 
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pre-recession levels, although further improvement 
should be forthcoming. 


A Disappointment: Merck 


Results reported for Merck and Ford both showed 
significant deviations from the performance of their 
respective industry group. Whereas the latter had 
unexpectedly optimistic news, Merck’s first half 
operations were something of a disappointment. 

Most drug concerns, including Pfizer, American 
Home Products, Bristol-Myers and Warner Lambert, 
experienced varying degrees of improved net income 
during the first half despite the general business 
recession. Merck’s per share earnings declined, how- 
ever, from $1.37 to $1.14. While several other drug 
concerns failed to match their earnings of the initial 
six months of 1960, they at least exhibited some 
concrete signs of improvement. 

Schering, for instance, reported an 8¢ per share 
drop during the first half, but second quarter results 
were better than those of the March quarter, and 
on a pre-tax basis half year profits actually ex- 
ceeded those of the corresponding 1960 period. 

Upjohn, too, reported lower first half earnings; 
but second quarter profits equaled those of last 
year’s second quarter, indicating that improvement 
is under way. 

In contrast with these, Merck’s earnings decline 
was a substantial and continuing one, with both 
quarters’ earnings running behind the prior similar 
periods despite a slight gain in revenues for the 
half as a whole. 

Price reductions were an important factor in thes” 
results, as competition both at home and abroad 
continued to gain in intensity. Foreign profits were 
also adversely affected by certain currency devalua- 
tions, and the temporary suspension of production of 
Salk polio vaccine represented an additional earnings 
deterrent. While the latter two factors are of an 
unusual nature, the squeeze on operating profits 
may be of greater long-term significance to both the 
company and the industry as a whole. 

Competition among drug concerns has apparently 
reached the point where only those concerns able 
consistently to develop new products of importance 
will manage in the future to show the record of 
constant earnings growth characteristic of most 
drug manufacturers in the not too distant past. 
Current political pressure for greater control over 
drug prices may result in legislative measures which 
would further hinder margins. 


A Pleasant Surprise: Ford 


In contrast to the depressed earnings of other 
leading automotive manufacturers, as discussed in 
the first article of this series, Ford Motor reported 
a modest increase in both sales and profits for the 
1961 second quarter. While only 9¢ of the indicated 
20¢ gain in year-to-year per share earnings were 
derived from operations (with the remaining 11¢ 
attributed to larger ownership of foreign sub- 
sidiaries), it will be recalled that General Motors 
had suffered a slight decline in second quarter sales 
and earnings, while Chrysler was able to generate 
only a nominal profit, down sharply from the year- 
earlier level. 

Elsewhere among the motors, Mack Truck and 
White Motor have reported more or less similar 
results. Both concerns enjoyed earnings sharply 
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above those of the first three months of the 
year, but below those of the corresponding 1960 
period. Mack’s per share earnings for the quarter 
were even sliced in half, dropping from $1.29 to 
$0.64. On the surface White presented a considerably 
more favorable comparison, with per share earnings 
totaling $1.16, off only a narrow 24 from 1960’s net, 
and sales reportedly rising about 20%. The figures 
for 1961 do, however, include White’s newly ac- 
quired farm equipment division (operated as its 
Oliver subsidiary) which is believed to have offset 
truck operating results which were as poor as 
Mack’s. Both concerns expect to complete new facil- 
ities early next year, and while earnings for the 
remainder of 1961 may not be particularly favorable, 
the resultant improved efficiency coupled with a 
projected high level of heavy truck sales could lead 
to a very substantial improvement in sales and 
margins for both companies in 1962. 

Accessories—First half declines in domestic truck 
and passenger car production also had an adverse 
effect on the auto parts group. Reflecting this trend, 
half-year per share earnings of Eaton Manufac- 
turing, an important supplier of components to 
Ford International Harvester and others, were off 
substantially, from $1.53 to $0.96. Second quarter 
figures suggest that the company is getting con- 
crete results from its cost control program, how- 
ever, as earnings as a percentage of sales rose to 
49% from the 3.9% realized during the 1960 period 
when sales were slightly higher. The company is 
also benefiting from an improved product mix and 
selective price increases. Further modest earnings 
improvement appears likely during the second half, 
and very substantial gains could be achieved next 
year if automobile and truck production develop as 
anticipated. 


Food and Soft Drinks Generate Higher Sales 


A random sample of food and soft drink leaders 
reveals generally modest but continued gain, as 
Pepsi Cola, National Dairy, Borden and Standard 
Brands all reported record sales for the 1961 first 
half. While Coca-Cola has not yet released its sales 
figures, the indicated improvement in earnings sug- 
gests record revenues for the leading soft drink 
concern as well. 

But while Borden was able to report record earn- 
ings for the period in addition to a new all-time 
sales peak, National Dairy experienced a decline in 
per share earnings from $1.78 to $1.65 for the half. 
Most of this decrease occurred in the second quarter 
as increased costs of raw materials narrowed profit 
margins despite the sales increment which the com- 
pany’s strong and aggressive merchandising pro- 
gram was able to generate. Steps are being taken to 
alleviate this squeeze, and shareholders were told of 
“indicatives that margins will improve during the 
next six months” in the second quarter bulletin to 
shareholders. Borden experienced similar profit 
weakness in its dairy line, but earnings were 
strengthened by new products, improved returns 
from foreign subsidiaries, and a recent pick-up in 
chemical activities. 

While Coca-Cola and Pepsi-Cola both noted rel- 
atively minor earnings gains for the first half, the 
realization of record earnings during a period of 
inclement weather which adversely affected all 
carbonated beverage sales strongly highlights the 
stability of their opera- (Please turn to page 652) 
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-—— THE ATLANTIC ECONOMIC COMMUNITY ——— 


sta (Including United States & Canada) 


« 
ICELAND 


ES OUTER SEVEN 
Now in process of breaking up. Consisted 
of Great Britain and Denmark (who have 
recently applied for membership in the 
Common Market) — also Austria — Switz- 
erland — Portugal — Norway — Sweden 
and Finland (associate member) -° 
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BRITAIN ACTS TO REVITALIZE 
HER DWINDLING POWER 


— A Lagging Economy — Recurring Crises ... The Pound in Danger? 
By JACK BAME 


@ The Lion swishes its tail to clean out the underbrush that holds her back 
@ Takes vital steps to rebuild her position financially — economically 


— and politically — Can she make it? 


HE tradition-shattering announcement by Prime 

Minister Macmillan at the end of July that Eng- 
land would apply for membership in the Common 
Market formally marked the end of an old era of 
stand-off isolation for Britain and the Common- 
wealth group and the beginning of a new economic— 
and perhaps political—orientation. This development 
presents a convenient opportunity: 1) to analyze the 
lag in the U.K.’s economic output and productivity, 
as compared with the rest of Western Europe in 
the 1950’s; 2) to look at what has and has not been 
done to correct the situation and meet the recurrent 
crises which have occurred ; 3) to examine the latest 
developments concerning the British economy and 
the Pound Sterling, and 4) to delve into the mean- 
ing of the new “austerity” program. Then, the 
effects upon Britain of the recent move to join the 
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Common Market and proposed changes in the IMF 
and international financial systems, from both the 
short and long-run points of view, will be examined. 
Finally, the prospects for the British economy and 
currency will be summed up. 


The Background 


Britain’s problems are by no means a new and 
purely post-World War II penomena. Some of the 
leading economic worries since 1949 are, however, 
exactly opposite to those of the mid-1920’s and the 
30’s—mainly inflation rather than deflation. But 
exchange crises persist, gold and foreign exchange 
reserves have been chronically inadequate, while the 
overall balance of payments situation remains un- 
favorable. Recent events thus make relative econ- 
omic stagnation in Britain, as opposed to Continen- 
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tal European dynamism, self-evident. 

After England left the gold standard in Septem- 
ber, 1931, she entered a long period marked by more 
monetary management, exchange controls, protec- 
tive tariffs, and a system of imperial preference for 
Empire and Commonwealth associates. This attempt 
to insulate the economy from international influ- 
ences was itself largely responsible for the inability 
of certain sectors of British industry to compete in 
international markets today. 

The intolerably high level of unemployment in 
the 1930’s has made a really deflationary policy 
unpalatable, thus giving some impetus to inflation- 
ary pressures. 

In capsule form, the chronic troubles with Brit- 
ain’s post-war economy have been sluggish exports ; 
rising imports ; lagging production and productivity, 
reducing the international competitiveness of the 
economy ; too-rapidly rising wages, prices and costs; 
an over-utilization of labor accompanied by failure 
to modernize plant and equipment; and an exces- 
sively high structure of tariff protection. In addi- 
tion, the country has been subject to additional 
strains by the burden of paying out gold on Sterling 
balances held outside the Sterling Area and acting 
as banker to the Sterling Area itself. 

The Experience of the 1950's 

Despite the appearance of a number of special 
factors at specific times in the 1950’s, Britain has 
been subjected to rather regular economic disorders 
and crises during the decade since the September, 
1949, devaluation of the Pound, from $4.03 to $2.80. 
Even though, from the currency management view- 
point, the record has generally been progressive, 
the economic measures taken to meet each crisis 
have been of the piecemeal variety, without real 
cognizance of basic weaknesses. (This criticism has 
hardly been peculiar to Britain alone.) Since the 
U.K. is so dependent upon imports, exports, and 
international financial movements—-the Pound Ster- 
ling traditionally serving as one of the globe’s key 
currencies—the state of both the internal and ex- 
ternal position of the economy has been reflected 
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in the balance of payments statistics. (See Table 1.) 
Rates, however, have been affected by official inter- 
vention in both spot and forward currency dealings 
in order to narrow fluctuations caused by inter- 
national speculations. It should be kept in mind that 
even narrow fractional changes are meaningful in 
the quotation for Sterling, as international trading 
volume is considerable. 

&> The Developments since the end of 1958, when 
external convertibility was declared for Sterling and 
for other European currencies and the European 
Common Market began to function, led up to the 
1960-61 events and Sterling troubles. For it was in 
1957 that the last real crisis was met and overcome 
—at least on a short-term basis—by a 2% rise in 
the bank rate to 7%, a firm decision to hold the 
Sterling parity at $2.80 and a curtailment of bank 
credit and public investment. At the end of 1958, 
England—helped by substantial credits from the 
IMF and Export-Import Bank and recovery from 
1958 recession tendencies—made British trade out- 
side the Sterling Area fully transferable. Thus, the 
Pound re-achieved the status of a top-ranked inter- 
national currency. Exchange controls were pro- 
gressively eased, the domestic economy was revived, 
gold and foreign exchange reserves rose and credits 
were repaid to the IMF. Finally, in January 1960, 
the bank rate was raised from 4% to 5%, as boom 
tendencies were increasing inflationary fears and 
interest rates in other leading overseas centers were 
rising. 

By April, a further shift to restrictive policies 
took place. The bank rate was upped to 6% anda 
system of obligatory “special deposits” of the clear- 
ing banks with the Bank of England was instituted, 
in order to cut down on the amount of funds avail- 
able for lending. Public investment was to be cur- 
tailed and a generally tight credit situation was 
applied. The high interest rates attracted short- 
term funds to London on a large scale, offsetting the 
considerable commercial deficit in Britain’s external 
dealings. (From 1953-1960, British exports rose only 
28%, compared to over 50% for world exports, 92% 
for Holland, 180% for Italy and 156% for West 
Germany.) Thus by 1960, the deficit rose to £347 
million—the biggest since 1951. The country’s re- 
serve position was further weakened by continued 
reserve drawings by other members of the Sterling 
Area. 

The First Half of 1961 saw new short-term prob- 
lems arise for England, on top of her longer-run 
problems of lagging exports, productivity and eco- 





























Table | — United Kingdom Balance of Payments 
(£ million) 
1959 1960 1961 
(year) (year) (Ist qr.) 
(a) Current balance (of trade 

and all “invisible” overseas 

Ee nee + 51 344 56 
(b) Long term capital (+ inflow: 

MINIT cnctetvetninaxadededidbienes 495 201 +35 
(c) Sum of (a) and (b) ............... ~-444 545 21 
(d) Balancing item (unaccount- 

ed for) inflow of ................ + 64 +377 +50 
(e) Balance of other monetary 

movements (incl. gold) ......... +380 +168 29 
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1omie growth. The bank rate had been cut in 12% 
steps to 5% by December of last year, in response 
to some slowdown in domestic output and to the 
international troubles of the U.S. Dollar. By Febru- 
ary, as the U.S. Dollar position improved, the inflow 
of short-term funds to London ceased. With the 5°; 
upvaluation of the German Mark on March 4th, new 
pressures were placed upon the Pound, which al- 
ready had shown some signs of weakness. Funds 
flowed out of London into West Germany, France, 
Italy and Switzerland, in anticipation of more up- 
ward changes in currency values in those countries. 
On top of the unfavorable balance of payments 
position, these events led to increased apprehension 
of Sterling’s future and intensified speculation 
against the Pound. 

Official reserves fell by at least £278 million from 
February through July, and probably by £500 mil- 
lion if holdings under the Basle arrangement are 
included. The July drop alone was equivalent to 
$319.2 million, the largest monthly decline since the 
end of 1951, bringing total official reserve holdings 
to their lowest level since the beginning of 1958. 
These developments, along with rising internal de- 
mand, a high level of installment loans and of con- 
sumption and investment, expenditures, a low rate 
of unemployment, sticky exports, and new high levels 
of overseas commitments, called for a new series of 
official measures to prop the Pound Sterling and 
strengthen the British economy. The program, an- 
nounced on July 25th, was deflationary in nature, 
leading to a renewal of the ever-simmering debate 
over the relative merits of economic restriction vs. 
expansion—to which there is no easy or set answer. 

The July 1961 Program. In precise terms the 
goals of the new program are: @1) to maintain 
investment in productive industry in Britain, but 
to divert more of this production to export; @ 2) to 
increase the competitive nature of British produc- 
tion; @3) to help keep down prices and costs by 
bringing government expenditure under more effec- 
tive control; and @4) to protect the immediate 
position of Sterling in the foreign exchange mar- 
kets, by monetary discipline at home and bv forti- 
fying the reserves through a “substantial” IMF 
drawing. The Chancellor of the Exchequer restated 
his goal of a 3% annual rise in G.N.P., which 
would involve a 6% increase in exports, and called 
for longer-term planning among labor, management 
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and government. He summed up the domestic prob- 
lem, and the reasons for the new disinflationary 
measures, by pointing out that in 1960/61 the $4 
billion increase in personal income compared with 
only a $1.8 billion increase in production. 

The actual “domestc” steps taken were as follows: 

@ The bank rate was raised from 5% to 7%. 

@ Commercial banks were called upon to place an 
additional 1% of assets in “special deposits” with 
the Bank of England, to help cut down advances. 
Banks were requested to be “particularly severe’”’ 
on advances for personal consumption to allow for 
more funds to finance exports and “productive” 
industry. 

@ A 10% increase on existing purchase tax rates 
for consumer goods and on excite duties (gasoline, 
whiskey, tobacco, etc.) was decreed. 

@ Public expenditures are to be “brought into 
proper relationship with the resources likely to be 
available,” starting with next year’s budget. 

@ A freeze on dividends in the coming year was 
asked for. 

@ A tax on “speculative transactions” in shares, 
securities and real estate was recommended. 

@ Subsidies to agriculture are to be reduced. 

@ The government took the lead in limiting “un- 
warranted” salary increases by initially rejecting a 
pay raise for teachers in public schools. 

@ NATO will be asked to review the “financial 
conditions under which British forces are main- 
tained” in the next fiscal year, while government 
overseas spending is cut from $1.4 billion to $1.1 
billion. 

@ Diplomatic and administrative service expenses 
overseas will be reduced by about 10% in the next 
financial year. L 

@ Private investments in the non-Sterling area 
must show that they produce “clear and commen- 
surate benefits” to the balance of payments. Profits 
earned overseas will be examined by exchange con- 
trol authorities to ensure that an “adequate” pro- 
portion of profits earned is being repatriated. 

Britain Licks Her Wounds and Rises to Her Feet 


The IMF Drawing. A huge amount of funds has 
also been made available by the IMF, in the form 
of an immediate $1.5 billion drawing in nine cur- 
rencies and one-year stand-by rights of another 
$500 million. The drawing consists of $450 million 
in U. S. dollars, $270 million each in Deutsch 
Marks and French francs, $120 million each in 
Italian lira and Netherlands guilders, $90 million 
in Belgian francs, $75 million each in Japanese yen 
and Canadian dollars, and $30 million in Swedish 
kronor. This credit has provided a more-than-sub- 
stantial cushion for Sterling to avoid any immediate 
crisis and should allow an easier adjustment during 
the period of enforcement of the recent fiscal and 
monetary measures. In short, the Pound has been 
granted a prolonged breathing space while more 
basic domestic economic correctives take shape, and 
devaluation has again been avoided. But if the pro- 
gram proves as ineffective, from a longer-term point 
of view, as have past crisis moves of the ’50’s, the 
formula of a restrictionist economy could be aban- 
doned for the expansionist one advocated by such 
men as Sir Roy Harrod, the well-known British 
economist. (Please turn to page 651) 
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CONGRESS, getting restive and irritable, wants to 
adjourn by Mid-September but is uncertain of the 
course it should take — stay in Washington to sup- 
port (or curb) the Administration or head for the 
hinterlands. The support, naturally, would be in the 
area of defense, or war; the curb would be on 
domestic spending as we mass resources for pos- 
sible war with Khrushchev on the Berlin issue. Basic- 
ally, there is the fear that the man in the White 
House is too uncertain of himself, relies too much 





WASHINGTON SEES: 


Failure of the President's grandiose, $20 bil- 
lion Alliance for Progress program for Latin Amer- 
ica is well within the realm of probability. Off to 
an inauspicious start at best, future difficulties 
beset its path, may prove insurmountable, 

First, the Latin nations’ rulers are patently un- 
willing to accede to U. S. demands for economic, 
tax, social and land reforms. With long-ingrained 
desire for what the Orientals please to call “cum- 
shaw” (graft), the Latin bosses want our billions 
“without strings attached.” 

Next, there is the hovering suspicion that (1) 
the whole program snacks of “Yankee Imperial- 
ism” that would eventually lead to U. S. domina- 
tion of all facets of their operations, and (2) that 
the U. S. Congress, patently in favor of cutting 
down foreign aid, will not go along with the 
Kennedy $20 billion package. 

Although the leaders of four or five of the more 
prosperous South American nations have indicat- 
ed willingness to only partially bow to our pro- 
posals for close control over U. S. monies flowing 
southward, they are a minority among the other 
countries. Admittedly, Cuba’s Minister of Finance, 
the Red Ernesto (Che) Guevara, has outsmarted 
us from the propaganda angle, in that he has 
sold the Latin masses on the idea that the pro- 
gram is a wily “Yanqui” move to completely 
dominate the southern half of the Western Hemi- 
sphere, economically and militarily. 
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nside Washington 


BY “VERITAS” 


on the advice of an “inner circle” that is as im- 
mature as the President, and as far left as the 
“brain trust” of the late Franklin D. Roosevelt. The 
pending Senate struggle (possible filibuster) over 
amendment of Rule XXII, which presently allows 
virtually unlimited debate, may serve to keep the 
— Chamber in Washington until October 1, or 
ater. 


CONTINUED inflation is “inescapable,” according to 
well posted sources in the marbled mazes of Capitol 
Hill and the “downtown” bureacracy in position to 
know. The bureaucrats are not speaking openly, 
while many of the Senators and Congressmen, in- 
cluding some Administration supporters, are less 
reserved in their comment, largely confined to back- 
ground and off-the-record statements. Government 
statistical agencies fear further cost of living in- 
creases, particularly in the areas of food and fiber; 
“keeping fingers crossed” on automobiles, appliances 
and other durables. The legislators seem more con- 
cerned with inflationary wage increases in the auto 
industry, as well as probable steel price increases 
this fall. These, in the minds of many, are valid 
reasons for drastic cutbacks in New Frontiers’ 
spending on the domestic front — to say nothing 
of the shadows of impending war. 


EXPENDITURES at this time for research into space 
circumnavigation and a flight to the moon should 
have less priority. This is the thinking of hard- 
headed realists here who feel they have little or no 
military value now — perhaps in the distant future, 
ves, but not at a time when our crying defense needs 
lie in the rapid development and production of 
weapons for a war which may have to be fought 
before year’s end. Although the Administration 
takes a different view, Congress certainly veers 
toward that of the realists. There will be no open 
move by the legislators to reverse the President, 
although they may yet insist on getting the super- 
sonic, nuclear-carrying B-70 bomber into early pro- 
duction at the cost of space research which, they 
say, can only have a nebulous propaganda value for 
some years to come. 
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The GOP Senator from Arizona, now 
authoring a tri-weekly syndicated colum 
appearing in more than 120 newspapers, is 
seriously worrying the do-gooders and 
spendthrifts of both Parties. In a terse 
style, Goldwater is mercilessly exposing 
the fallacies of many of the New Frontiers 
programs, aS well as other Federal 
government spending projects that hammer 
down the value of the dollar and build for 
serious inflation. That his ideas "take 
hold" at grass roots is indicated by the 
mounting volume of Congressional mail 
endorsing his ideas. By the time this 
appears, his syndication will have mounted 
to more than 200 papers. 


Retraining Program Drags. Although Senate 
and House Labor Committees have approved 
legislation to effectuate the 
Administration's retraining program 
(including cash compensation) for persons 
displaced by automation, it now Seems 
unlikely that passage will take place in 
the near future—perhaps not until next 
Session of Congress. Conservatives in both 
Houses begin to feel that it will mushroom 
into a costly deal of continually growing 
annual outlays, while not a few believe 
it is a problem primarily for the individual 
States, industry and organized labor. 
Further, in some areas where industry 
and labor have cooperated on retraining, 
there has been little success in finding 
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retrained. Meanwhile, Labor Secretary 
Arthur J. Goldberg has mapped procedures 
to put it into effect the moment the 
President signs the necessary legislation. 


Pressure For Absolute Trade Embargo Against 
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Goldwater Popularity Grows, to Discomfit Liberals.’ 


TO PRESS 


Cuba Mounts. Capitol Hillians, even of the 
Presidents" own Party, feel it is “high 
time" to completely sever trade relations 
with Castro's Communist dominated state. 

As a matter of fact, in 1951 Congress 
inserted in the Reciprocal Trade Agreements 
Act a proviso that the Chief Executive 
withdraw reduced tariff rates negotiated 
under the Act as soon as "practicable" from 
all countries dominated or controlled by 
Communists, certainly a fact insofar as 
Cuba is concerned. However, Cuba today 
continues to export tobacco, molasses and 












































preferential treatment. It is a growing 
Congressional view that the Administration, 
for unknown reasons, deliberately ignores 
the law—perhaps in fear that other Latin 
countries will not approve. In the 
meanwhile there are reliable hints that 
the President's judgment is faulty—that 
many of the Latin-American neighbors will 
follow our lead if we do completely sever 
trade relations. 






































Radio-TV Networks Will Escape FCC Licensing. 
Despite Federal Communications Commission 
Chairman Minow's plea for legislation 
enabling the Commission to license the 
networks tri-annually, as is now applicable 
to individual broadcasting stations, 
Congress will take no definitive action 
this year. Several bills to effectuate 
Minow's desire are "in the hopper," but 
prospects of enactment are somewhere 
between dim and impossible. The proposition 
smacks of super censorship by government 
under pressure from reform elements. 
Further, the Solons feel that future 
arbitrary use of the network licensing power 
could too readily cripple an essential 
communications media, even though some of 
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the publicly objected-to network programs 
may possibly be contributing to juvenile 
delinquency and other real or fancied social 
ills. Definitely, there is a Capitol Hill 


belief that the industry can properly 
"police" itself. 














Urban Rail Commuter Service to Be Completely 
Taken Over by Federal, State and Local Governments? 
The answer here is in the affirmative, but 
just when is not clearly known. Interstate 
Commerce Committees of House and Senate, 
plus the Interstate Commerce Commission 
and Federal agencies concerned with housing 
and urban problems, are now acutely aware 
of financial problems of the rail carriers 
with large commuter operations. Consensus 
of opinion begins to crystallize on thesis 
that (1) the carriers cannot be relieved 
through rate increases, but must completely 
withdraw their losing commuter services, 
and (2) that a combination of Federal, State 
and Municipal governments must "take over." 
General opinion is that public pressure 
on regulatory authorities which often 
prevents establishment of compensatory 
rates would be ineffective under government 
operation. Philadelphia is one municipality 
that has met the commuter service problem 
through local government management and 
subsidization. It can be accomplished in 
other metropolitan areas, according to 
Washington thinking, including that of top 
rail union officials. 












































Administration Supporters Forced to Abandon 
Black-Jack Tactics on Education. August 11 action 
of Senate Labor Committee in favorably 
reporting one-year extension of Federal aid 
for school districts in Federally "impacted" 
areas, minus any other form of Federal 
assistance for education, has compelled 
Administration adherents on Capitol Hill 
to give up any further plans to use this 
measure aS a club to force Congressional 
approval of the entire New Frontiers 
education "package"—aid for school 
construction and teachers' pay, as well 
as extension of the National Defense 
Education Act. House Rules Committee, 
which previously stymied the educational 
"triangle," is prepared to Okay the 
impacted areas bill and extension of NDE 
Act, but positively nothing more; full 
House will support the Committee. It adds 
up to Administration realization that 
black-jack tactics won't work, other than 
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to antagonize a majority of the bapialonersl 
Of more importance, it very possibly g 
signifies abandonment of the other Kennedy! 
aid to education programs for a matter of 3 
three or four years. Another black-jack 





move, certain to be abandoned, is holding | 








up of entire Atomic Energy Commission 
construction program because of House 
rejection of the proposed $95 million 
Steam-electric plant at the Hanford, Wash., 
AEC installation. This represents a distinct 
setback for public power advocates, who 
plan to carry the fight into the next 
Session of Congress. 























Oil Shale Exploration to Be Simplified. This is 
the hope of Interior Dept. which, in 
cooperation with a private company, is 
running tests utilizing oil and gas-well 
drilling and logging methods instead of 
the slower and more expensive core-drilling 
System for locating and evaluating oil-shale 
formations penetrated while drilling for 
oil and gas. One hole drilled for oil in 
Utah has been logged with high indications 
of oil-rich shales, and at much lower cost 
than the heretofore conventional method of 
core-drilling. The new system, not yet 
completely appraised, indicates shale 
exploration costs may be reduced by as 
much as 50%. It is a matter for close 
consideration, even though extraction of 
refined oil products from shales is 
presently about 20% costlier than refining 
oil obtained by normal well production. 























Defense Redoubles Efforts to Supply Materiel for 
Ground Fighting. Already getting into "high 
gear" in production of the M-14 rifle (see 
Small Arms Bottleneck, issue of Aug. 12), 
Defense Dept. has let additional contracts 
for this superb infantryman's arm; now 
expects to have "ample" supply for enlarged 
overseas units by end of year. With the rifle 
Situation now much brighter, there will be 
concentration on tank production—increase 











eight months; not exactly soon enough for 
heavy Berlin fighting (if it breaks out) 
but we and our NATO allies have enough of 
the mobile fortresses to make a credible 
Showing until the new ones can start moving 
across the Atlantic. In meanwhile, look for 
Administration to appeal to steel industry 
to hold the price line when new wage scales 
go into effect next October. 
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1961 MID-YEAR 
DIVIDEND FORECAST 
> Im portant Reappraisal ae 


ns THE INDIVIDUAL OIL COMPANIES 
—DOMESTIC and GLOBAL 


— Where they stand today — their profits position and outlook 
By BRYAN PYNOR 


ts @ This expert and comprehensive analysis gives you an all-around picture of the 
status of the individual companies — their earnings position in the first half — and what 
to expect in the second half 

@ Calls attention to companies advancing against the general trend in the industry — 

le and why — the oils in the best position to profit — those likely to remain static — to 








continue to lag 


HE petroleum industry recently completed one of 
the most prosperous first half periods in its his- 
tory. Profits during this period were excellent, show- 
ing very sizable, if not record, gains from the first 
half of 1960. However, some disquieting trends be- 
came evident, too, and as the industry looks to the 
final half of the vear, it is these trends that occupy 
its attention. Managements of the leading compa- 
nies know they cannot afford to rest on the laurels 
of the first six months. 
@ The first thing that caused top executives as 
well as salesmen in the marketplace serious con- 
cern, was that demand for oil products held still, 
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showing no advance from the first half of 1960. 
Sluggish demand was largely responsible for an in- 
crease in inventories by about 35 million barrels 
during the first half of the year. And of most con- 
cern, prices eased during the second quarter in the 
face of abundant supplies. 

@ The most revealing single set of statistics illus 
trating the challenge which currently faces the in- 
dustry is monthly data on gross refiners’ margins. 
This margin, which represents the difference be- 
tween the price for a barrel of crude oil and the 
price for a barrel of finished products, is estimated 
by the Independent Petroleum Association of Amer- 
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ica. While the absolute level of the figures for any 
one month may not be precisely representative of 
actual margins, the trend of data does correspond 
fairly closely with the trend experienced by most 
refining companies. At the beginning of the year as 
Table I shows, this margin was about $1.00 per 
barrel and, what is really important to note so far 
as earnings are concerned, is that it was as much as 
25¢ per barrel higher than at the same time in 1960. 
However, as the year 1961 has progressed, the mar- 
gin has declined, so that it is now no higher than in 
1960. This points up dramatically the problem which 
has caused most oil managements to furrow their 
brow as they look to the second half of 1961. 


TABLE I 
Gross Refiners’ Margins in the U.S. 
Cents per Barrel 


1960 1961 
January $1.00 $ .75 
February 1.01 75 
March .98 Re ij 
April 92 74 
May 83 12 
June 88 .78 
July 87 87 


Sinclair and Atlantic Hurt 

Sinclair is a case in point. For the first half of 
the year it reported net earnings of $1.52 per share 
against $1.40 per share in the first half of 1960. 
However, during the second quarter, earnings were 
down sharply from 59¢ a year ago to 46¢. Manage- 
ment attributed the decline to three factors. The 
first was that the company’s economy program 
reached its peak in the second quarter of 1960, 
making this year’s comparison unfavorable. Sec- 
ondly, Sinclair suffered from labor strikes in the 
second quarter. Thirdly, management said, “an ex- 
traordinary drop in prices realized on sales of re- 
fined products, particularly gasoline, fell upon the 
industry’s domestic markets with a heavy hand 
during the second quarter.” 

@ Management went on to explain the disappoint- 
ing second quarter as follows: “The first two factors 
cited above as having contributed to reduced earn- 
ings in the second quarter are understandable. As 
a matter of fact, such expenditures will undoubtedly 
produce future benefits of a material nature. But 
the critical collapse of gasoline prices at the height 
of the consuming season is quite a different matter. 
lt presents a most serious problem, challenging all 
of the wisdom and statesmanship of the Petroleum 
Industry, and all of those interested in it either 
directly or indirectly. So far as Sinclair is concerned, 
we can only repeat here what was said in the An- 
nual Meeting of Stockholders held last May in Hous- 
ton, Texas: ‘Some adequate solution or solutions to 
this problem (inadequate price realizations) must 
be found. You may depend upon it that Sinclair 
management has made, and will continue to make, 
the finding of such a solution its first order of 
business.’ ” 

@ Another firm which suffered from the disap- 
pointing trends in prices was Atlantic Refining. 
While first half profits were up more than 30% to 
$2.31 per share, earnings in the second quarter fell 
to 71¢ per share from 87¢ last year. The President 
of Atlantic Refining attributed this decline to less 
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favorable demand for gasoline as well as the de- 
teriorating price trends. In addition, he indicated 
that increased taxes, payable to the Venezuelan gov- 
ernment where Atlantic now produces substantial 
quantities of crude oil, also affected the second 
quarter results. 


@ In addition to these two East Coast companies | 


Pure Oil, which markets principally in the Mid-West 
and the South, was hard hit during the second quar- 
ter. Earnings declined by nearly one-half to 41¢ per 
share, whereas profits during the first quarter had 
been level with a year earlier at 71¢ per share. 

Management told its stockholders that ““Pure was 
harder hit from a product price standpoint than 
most oil companies because of the disproportionate 
number of price wars in our key marketing areas.” 
The Chairman of the Board added that “over the 
last four years the oil industry has been afflicted 
by a continuing price erosion. The general product 
price structure is well below the level necessary for 
the sound economic growth of the industry.” 


Slow Demand Affects Continental 


Continental Oil felt the effect of stagnant demand 
more than the declining trend of product prices. In 
its letter to stockholders the company pointed out 
that net crude oil production averaged about 186,000 
barrels a day, down 1.2 percent from the first half 
of 1960 because of lower producing allowables in 
the states of Texas, Kansas and Oklahoma. 

@ The decline in Continental’s volume was also 
reflected in refining runs which were down 1.4 per- 
cent and in sales of refined products which declined 
nearly 5 percent to 240,000 b/d. Surprisingly, the 
company also reported that demands of certain nat- 
ural gas pipeline companies were lower than expected 
and that due to this factor, plus natural decline in 
productivity of older reserves and reduced allow- 
ables, the company’s output of natural gas decreased 
7 percent. Due largely to these factors, earnings of 
Continental in the second quarter declined slightly 
to 60¢ per share whereas profits in the first three 
months of the year had been somewhat higher than 
a year earlier. 

@ Continental did report that it was making good 
progress in the development of a major new oil con- 
cession in Libya as well as in the tapping of markets 
for this production which will commence sometime 
in 1962. 

@ To date, Continental in association with its 
partners (Ohio Oil and Amerada) has completed 54 
oil and gas wells in Concession 32. So far as the 
development of market outlets for this oil is con- 
cerned, Continental has acquired an independent 
marketing company in Germany which will shortly 
have over 400 service stations in operation as well 
as a leading independent distributor in the United 
Kingdom. Furthermore, in June, Continental entered 
into a long-term agreement with one of Germany’s 
leading independent refining companies to supply a 
major part of its crude oil requirements from Libya. 


West Coast Problems 


On the West Coast the problems of refiners were 
magnified even more than in other areas of the 
country by prolonged retail price wars which began 
late in February and continued throughout the sec- 
ond quarter. 

Second quarter profits of Tidewater, Richfield and 
Signal each eroded sharply, Tidewater’s falling from 
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Statistical Data on Leading Oil Companies 
-_——— Ist 6 Months—— —- ——Full Yeor———_ Indic. 
Net Profit Net Per Earned Per Cash 1961 Price Div. 
Net Sales Margin Share Share Earn. Div. Range Recent Yield 
1960 1961 1960 41961 1960 1961 1959 1960 PerShare PerShare 1960-61 Price % 
—_{Millions)——- % % 1960 e 
AMERADA PETROLEUA ........... $51.8 $50.7 2.6% 2.7% $2.17 $2.24 $4.08 $437 $9.44 $2.60 9378-55 84 3.0% 
W.C. (mil.) ‘59—$58.0; ‘60—$67.2 
ATLANTIC REFINING ............... 279.2 290.7 6.0 7.4 1.80 2.31 3.19 5.00 10.91 2.00 60 -31'4 52 3.8 
W.C. (mil.) ‘59—$63.5; ‘60—$83.9 
ee 493.7 501.0 3.7 4.7 1.74 2.23 3.96 3.85 11.68 2.40 58'2-39% 55 4.3 
W.C. (mil.) ‘59—-$308.3; ‘60—-$296.7 
CONTINENTAL OIL ................ . 410.1 415.6 7.0 6.9 1.35 1.34 2.85 2.90 6.48 1.70 60'2-40 56 3.0 
W.C. (mil.) ‘59-$104.6; ‘60—-$96.9 
COSDEN PETROLEUM ................ 82.5! 82.1! 5.7 5.8 1.59! 1.58! 1.58 1.59 3.50 1.00 2978-188 26 3.7 
W.C. (mil.) ‘59—$10.0; ‘60—$9.7 
sieges aS — — . acne — = 
CREOLE PETROLEUA ................. NLA. N.A. N.A. NLA 1.30 1.60 2.58 2.64 4.17 3.25 46'8-25's 36 9.0 
W.C. (mil.) ‘59-$43.5; ‘60—$72.6 
TID cirtesicenseninanicinncoaensiien 31.7 36.7 13.9 18.5 28 43 67 68 1.26 214-12" 17 ~~ 
W.C. (mil.) ‘59-$10.3; ‘60—$15.8 
ee 1,586.2 1,614.3 98 10.5 1.56 1.64 2.90 3.20 5.51 1.202 42%-26'2 39 3.0 
W.C. (mil.) ‘59-$690.6, ‘60—$781.1 
HONCLULY O'R. ..........0.0-......... 23.5 25.2 23.8 26.1 1.50 1.76 3.44 2.77 5.90 2.00 94 -40% 80 2.5 
W.C. (mil.) ‘59-$19.6; ‘60—-$17.4 
IMPERIAL OIL LTD. .................. 412.2 426.3 7.4 6.9 98 92 1.73 1.94 3.39 1.35 47'8-30's 45 3.0 
W.C. (mil.) ‘59-$222.2; ‘60-$220.5 
LOUISIANA LAND & EXPL. ...... 22.1 24.1 50.0 49.2 1.23 1.32 2.21 2.54 2.97 2.00 79%-60's 73 2.7 
W.C. (mil.) ‘59—$12.3; ‘60-$18.4 
*— Based on latest dividend reports. 1__Year ended April 30. 
W.C.—-Working capital. 2—Plus stock. 
d— Deficit. 
N.A.-_Not available. 
COMPANY RATINGS 
Rating Rating Rating 
Amerada Petroleum Al Cosden Petroleum c2 Guli Oj Al 
Atlantic Refining BI Creole Petroleum BI Honolulu Oil B3 
Cities Service Bl Getty Oil D3 Imperial Oil B2 
Continental Oil A2 Lovisiana Land & Epil. BI 
RATINGS: A—Best grade. C—-Speculative. 1—Improved earnings trend. 3Earnings up from the lows. 
B—Good grade. D-—-Unattractive. 2—Sustained earning trend. 4—lower earnings trend. 






































80¢ to 21¢ per share, Richfield’s falling by half to 
46¢ per share, and Signal’s declining by more than 
50 percent to 19¢ per share. 

@ In contrast to these companies, Union Oil Com- 
pany of California registered amazingly good earn- 
ings considering the sharp effect the price wars had 
on West Coast profit margins. Its profits in the 
second quarter were 87¢ per share, only 3¢ lower 
than a year earlier. And for the first six months of 
the year it showed a 25 percent increase in earnings 
to $1.92 per share. 

@ A major increase in sales of natural gas was 
one of the chief factors which enabled Union to 
offset the adverse effects of the price war. These 
sales increased more than 30% to 79 billion cubic 
feet, reflecting chiefly new production in Louisiana. / 
Union believes that the North Pagie Lake field in 
southern Louisiana is one of the best on-shore gas 
fields found in southern Louisiana in recent years. 

@ Increased efficiencies also helped Union’s earn- 
ings statement. In spite of these generally en- 
couraging developments Union’s management, too, 
indicated its concern over the West Coast price level. 
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It said, “Severely depressed gasoline prices contin- 
ued to hurt earnings—especially during March, 
April and May. Low prics still prevail in many areas 
but in general retail prices have improved in recent 
weeks.” 





The Profit Builders 


All was not black crepe for leading companies in 
the industry. Some other companies, like Union, 
turned in exceptional earnings. 

@ Cities Service, an East Coast refiner (just as 
are Atlantic and Sinclair), raised its second quarter 
profits from 53 cents in 1960 to 85 cents per share 
this year. For the full half year, its earnings were 
up 30 percent to $2.23 per share. Increased produc- 
tion of crude oil, higher product sales, and reduced 
costs were responsible for the very good perform- 
ance. 

@ And in the Midwest, Standard Oil of Ohio and 
Ohio Oil Company turned in good advances. The 
latter was most impressive in that all of its gain in 
first half profits (from $1.28 per share last year to 
$1.35 per share this year) was registered in the 
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Statistical Data on Leading Oil Companies—(Continued) 


























a — pace Ist 6 Month — ———- —Full Year————-_ Indic. 
Net Profit Net Per Earned Per Cash 1961 Price Div. 
Net Sales Margin Share Share Earn. Div. Range Recent Yield 
1960 1961 1960 1961 1960 1961 1959 1960 PerShare PerShare 1960-61 Price % 
———(Millions)—— % % 1960 e 
III icici sesiscasraiidethiaineaa 173.0 177.4 10.2 10.8 1.28 1.35 2.76 2.84 4.81 1.60 454-30" 45 3.5 
W.C. (mil.) ‘59—$88.1; ‘60—$79.3 
PHILLIPS PETROLEUM .............. 603.1 607.2 8.5 9.0 1.51 1.60 3.05 3.27 7.34 1.70 6412-418 64 2.6 
W.C. (mil.) ‘59-$219.8; ‘60—$195.7 
er N.A N.A. N.A. NLA. .02 .24 84 4.92 2.87 293-158 24 - 
W.C. (mil.) ‘59-$14.6; ‘60—$14.3 
ET MINI anidnlisicsininisiihinaidanienatesisaais 166.8! 167.9! 4.0 4.0 .60! 69! 3.32 3.29 6.63 1.60 39%-27% 36 4.4 
W.C. (mil.) ‘59—$129.5; ‘60—$129.3 
a 136.5 135.4 10.2 6.9 1.73 1.13 3.48 3.56 7.22- 1.802 5334-34% 43 41 
W.C. (mil.) ‘59—$114.4; ‘60—$117.8 
ROYAL DUTCH PETROL ............ N.A N.A. N.A. NLA. N.A N.A. 4.0.5 4.02 1.43 4372-2858 33 4.3 
W.C. (mil.) ‘59-$1,266; ‘60—$1,255 
III TIIIID chichiibidasiicesidetnieiinmniciatii 898.2 929.7 77 7.5 1.14 1.15 2.43 2.39 5.70 1.10 4678-30" aa 2.5 
W.C. (mil.) ‘59-$284.6; ‘60—$298.2 
SE PUN acciiiiaisasciiitsahinnasasenniiei $614.9 $610.1 3.5% 3.8% $1.40 $1.53 $2.96 $3.41 $10.83 $2.00 557-33 40 5.0% 
W.C. (mil.) ‘59—$300.4; ‘60—$314.0 
SINCLAIR OIL CORP. ............... 124.4 124.0 8.9 9.0 1.93 2.09 4.68 4.32 11.29 1.80 67'4-37 58 3.1 
W.C. (mil.) ‘59—$52.1; ‘60—-$56.4 
SOCONY-MOBIL Of ............... N.A. N.A. N.A. NLA 1.72 2.24 3.38 3.76 8.26 2.00 4812-3478 46 4.3 
W.C. (mil.) ‘59—$661.7; ‘60—$686.5 
STANDARD OIL OF CALIF. ...... 918.8 9526 13.9 143 2.03 2.16 4.01 4.21 6.54 2.00 5634-40 50 4.0 
W.C. (mil.) ‘59-$416.4; ‘60—$429.8 
*—Based on latest dividend reports. 1__1st. quarter. 
W.C.—-Working capital. After 2 for 1 stock split. 
d—Deficit. | 
N.A.—Not available. | 
COMPANY RATINGS 
Rating Rating Rating 
Ohio Oil BI Richfield Oil B2 Sinclair Oil B2 
Phillips Petroleum Al Royal Dutch A2 Skelly Oil B2 
Plymouth Oil D3 Shell Oil A? Socony-Mobil Oil Al 
Pure Oil B4 Standard Oil (Calif.) Al 
RATINGS: A—Best grade. C—Speculative. 1—Improved earnings trend. 3—Earnings up from the lows. 
B—Good grade. D—Unattractive. 2—Sustained earnings trend. 4—Lower earnings trend. 





























second quarter. President Donnell said that the 
principal factor for the improvement was an in- 
creased level of crude oil production which rose 
more than one million barrels to 10,694,000 barrels. 
@ Phillips Petroleum continued to turn in above- 
average earnings. Although its crude oil production 
in the United States was down slightly, the com- 
pany increased its output and sales of natural gas 
by a substantial margin. This plus increased sales 
of petrochemicals enabled Phillips to increase first- 
half profits by about 7 percent to $1.60 per share. 


@ Louisiana Land and Exploration, which pos- 
sesses just about the best earnings record of any 
domestic oil producing and royalty company, con- 
tinued to improve its record. First-half earnings 
were up nearly 10 percent to $1.32 per share. This 
reflected a 10 percent increase in oil production on 
the company’s properties, and a rise in production of 
natural gas from 15.7 billion cubic feet to 18.6 bil- 
lion cubic feet. The number of wells drilled on the 
company’s property was also up sharply, rising from 
80 to 113. It is believed that a number of these wells 
found important new producing strata or perhaps 
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even may have reached entirely new fields. 

@ Another producing company which did ex- 
tremely well during the first half of 1960 was Argo 
Oil. It raised crude oil production from 12,600 bar- 
rels daily to 14,300 barrels daily. Largely as a result 
of this improvement, earnings increased about 25 
percent to $1.44 per share. 

@ One of the smaller but faster growing inte- 
grated oil companies in the domestic petroleum in- 
dustry is Murphy Corporation. Starting out as only 
a producer a few years ago, it has since branched 
out into refining and marketing as well as foreign 
exploration. Its earnings in the second quarter of 
the year advanced from 23 cents per share to 31 
cents per share, and for the first half of the year it 
reported a 20 percent increase in profits to 70 cents 
a share. 

@ Honolulu Oil Corporation was another company 
which turned in excellent earnings during the sec- 
ond quarter of 1961, boosting them by nearly 50 per- 
cent to 91 cents per share. This increase reflected 
largely an expansion in crude oil output by 4500 
barrels per day to 50,400 barrels per day. 
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Statistical Data on Leading Oil Companies—(Continued) 
Ist 6 Months ——— — —Full Year————_ Indic. 
Net Profit Net Per Earned Per Cash 1961 Price Div. 
Net Sales Margin Share Share Earn. Div. Range Recent Yield 
1960 1961 1960 81961 1960 1961 1959 1960 PerShare PerShare 1960-61 Price %e 
~~ (Millions)— - % % 1960 e 
STANDARD OJL OF INDIANA. N.A. N.A. N.A. NLA, 1.81 2.07 3.90 4.05 9.62 1.40 5578-35 51 2.7 
| W.C. (mil.) ‘59-$545.2; ‘60—$582.7 
STANDARD OIL OF N.J. ....... 4,299.0 4,488.0 7.3 8.9 1.45 1.78 2.91 3.18 5.68 2.25 50'2-38 46 49 
| N.C. (mil.) ‘59—$1,704.4; ‘60—$1,758.4 
te aie a “ : 
STANDARD OIL OF OHIO ....... 193.1 203.6 5.6 5.7 2.19 2.33 5.02 4.94 11.59 2.50 59'4-44'2 58 4.3 
| W.C. (mil.) ‘59—$72.6; ‘60—$79.2 
| RY NII aessesocinicinciansiaennctacesanienntinnes 366.8 401.0 5.4 6.0 1.63 1.84 3.48 3.78 8.55 1.00 57 -423%4 56 17 
W.C. (mil.) ‘59—$114.3; ‘60—$131.4 } 
Rite st en i anna es ——— ‘ es = edie anil : — | 
| SUNRAY-MID CONT. OIL ........ 228.4 238.5 8.2 9.0 95 1.13 2.25 2.10 5.48 1.40 29 -20'2 28 5.0 | 
| W.C. (mil.) ‘59-$94.3; ‘60-$91.6 | 
SUPERIOR OlL CO. (CALIF.) ... 95.1! 111.2! 19.5 15.4 43.96! 40.71! 45.84 51.19 171.67 7.50 1,464 -855 1,285 5.8 
W.C. (mil.) ‘59—$25.4; ‘60—$37.1 
: ~ an 
SII cssscibissisiesthceaeteaiuunpemapantantids N.A. N.A. N.A. NLA. 1.46 1.61 2.925 3.17% 5.52% 1.60 5458-32'4 52 3.0 
7| W.C. (mil.) ‘59-$652.4; ‘60—$681.8 | 
TSMC ENT 
TEXAS GULF PRODUCING ...... N.A, N.A. NLA. NLA. 60 .60 1.04 1.16 2.52 .60 46 -21's 37 1.6 
W.C. (mil.) ‘S9—$10.2; ‘60—$13.6 
‘]| TEXAS PACIFIC COAL& OL... 13.2 13.5 27.5 26.0 1.02 90 1.85 2.00 3.74 1.20 3534-20'2 31 3.8 } 
W.C. (mil.) ‘59—$11.0; ‘60—$11.5 
TIDEWATER OIL CO. ................ 287.7 298.9 6.3 49 1.16 94 2.23 2.22 6.59 2834-1658 22 
W.C. (mil.) ‘59-$89.7; ‘60-$86.6 
IE UE waiccescecensesemsveresessosest 258.9 265.4 5.1 6.3 1.57 1.92 3.35 3.96 11.28 2.002 632-33" 53 3.5 
W.C. (mil.) ‘59—$164.0; ‘60—$140.3 | 
*—Based on latest dividend reports. !__9 months ended May 31. 
W.C.—-Working capital. =—Plus stock. 
N.A.—-Not available. +_Adj. for 2 for 1 split. 
COMPANY RATINGS 
| Rating Rating Rating 
Standard Oil of Ind. A2 Sunray-Mid Cont. Oi: B2 Texas Gulf Prod. B2 | 
| Standard Oil N.J. Al Superior Oil of Calif. BI Texas Pac. Coal. & Oil B2 
| Standard Oil of Ohio B2 Texaco Al Tidewater Oil c4 } 
Sun Oil B2 Union Oil BI 
: 
| RATINGS: A-—Best grade. C— Speculative. 1—Improved earnings trend. 3 Earnings up from the lows. } 
B--Good grade. D—Unattractive. 2—Sustained earnings trend. 4 Lower earnings trend. 





























Cloud Over Mergers 


& Mention of Honolulu naturally brings to mind 
that company’s proposed sale of assets to Standard 
of Indiana and to Tidewater Oil Company. This pro- 
posed sale was moving along smoothly until a few 
weeks ago when the Internal Revenue Service issued 
a special release in which it stated that it was con- 
sidering a change in its position with respect to the 
income tax treatment of sales and purchases of oil 
properties. This put a cloud over Honolulu’s pro- 
posed sale but the company is going ahead with 
plans for the sale and has filed a comprehensive 
statement of its position with the Internal Revenue 
Service. 

@ The Internal Revenue release has also clouded 
the outlook for other proposed mergers, including 
the sale of Republic Natural Gas to Socony-Mobil 
Oil Corporation. Further, Union Oil Company has 
indicated that it is examining the operations of 
Delhi-Taylor Oil Corporation with the prospect in 
mind of possibly acquiring that company. 

@ One merger that does have the approval of all 
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government authorities, including the Internal Reve- 
nue Service as well as the Department of Justice, 
is the acquisition of Standard Oil Company of Ken- 
tucky by Standard Oil Company of California. 
Stockholders are scheduled to vote on this merger 
at a special meeting on September 17. The reasons 
that the management of Standard Oil Company of 
Kentucky have given for the sale are revealing of 
the problems that confront the oil industry at pres- 
ent, and also are believed to be representative of the 
problems faced by many other companies. 
Management stated, “For some time your Board 
of Directors has appreciated the fact that your 
Company has been in a difficult position in compet- 
ing profitably with its major competitors. All of 
these competitors are much larger than our Com- 
pany. They are fully integrated, which means they 
have crude oil reserves, refineries, and research and 
development facilities. We are entirely a marketing 
company. While we sell a full line of products in a 
manner similar to the marketing branches of our 
major integrated competitors, we are not in a posi- 
tion to rely on products (Please turn to page 653) 
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By ROBERT LOEBELSON 


— This feature covers the position of the individual companies — 

with facts and figures, interestingly prepared in this expert study, to 

show the status and prospects for the various companies in the light 
of shift and change in defense orders. 


UICK Congressional action on President Ken- 

nedy’s request for $3.5 billion more in defense 
funds to meet the Berlin crisis, coupled with the 17 
orbits made by the Soviet Major Gherman Titov in 
Vostok II, mean that the aerospace industry is in 
for rising sales volume. 

Although much of the extra $3.5 billion asked by 
the President will be used for civil defense activities 
and conventional weapons to fight limited wars, the 
military budget for the fiscal year ending next June 
30 will include a total of $16.6 billion in new money 
for hardware. The Army will get $2.5 billion, the 
Navy $6.5 billion and the Air Force will receive $7.6 
billion to place orders for planes, missiles, ships, 
electronics and other materiel. 

In addition, the fiscal 1962 budget for the Na- 
tional Aeronautics and Space Administration now 
stands at nearly $1.8 billion, including $1.3 billion 
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to support research and development and for hard- 
ware for civilian space activities. 
Bulk of Funds Will Go Into “New” Weapons 

All of the traditional aerospace companies will 
share in the Pentagon/NASA programs to some 
extent, either as prime contractors to the military 
services or the Space Agency or as subcontractors. 
But the non-aviation firms (electronics, rubber, au- 
tomotive) which have participated in aircraft, mis- 
sile and space projects over the past five years will 
also get a piece of the Defense Department and 
NASA dollar. 

But even within the aerospace industry, there 
will not be an equitable division of the available 
dollars. The companies which made their move into 
the space/electronics field in the middle 1950's will! 
continue to get the bulk of the business. And the 
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cae : : . i 
Statistical Data on Leading Aircraft Companies 
Ist 6 Months— a —Full Year————_Indic. 
Net Profit Net Per Earned Per Cash 1961 Price Div. 
Net Sales Margin Shares Share Earn. Div. Range Recent Yield 
1960 81961 1960 1961 1960 1961 1959 1960 PerShare PerShare 1960-61 Price %e 
~~ (Millions) —- % % 1960 . 
IIIT <csncihiniiaaisaitonsaansiils $164.8 $157.9 3.1% 3.9%  $.57 $.66 $.93 $.97 $1.63 $.60 27%-1 134 27 2.2% 
W.C. (mil.) ‘59—$91.5; ‘60—$98.3 
BEECH AIRCRAPT ...................0. 78.5~ 53.3° 47 3.2 1.402 642 1.581 1.80! 2.071 .60 27a-17%a 21 2.8 
W.C. ,mil.) ‘59-$28.8; ‘60—$26.5 
I ID, sinsscntestecapiniomsieniiin 817.4 823.9 1.2 19 1.29 2.03 1.65 3.07 5.71 1.60 555-23 53 3.0 
W.C. (mil.) ‘59-$199.3; ‘60—$200.0 
CESSNA AIRCRAFT .................. 84.2° 70.3 7.4 6.8 1.96° 1.462 2.471 2.241 2.85! 1.00 46'4-26 39 2.5 
W.C. (mil.) ‘59—$265.1; ‘60—$331.9 
CURTISS-WRIGHT .............0..... 52.13 80.25 3.7 1.5 .223 128 1.71 1.15 2.32 1.00 318-145 20 5.0 
W.C. (mil.) ‘59—$126.5; ‘60—-$124.6 
DOUGLAS AIRCRAFT ............... 566.5 431.9 41.5 7 492.30 84 93.86 45.09 42%%-27 40 ~ 
W.C. (mil.) ‘59—$156.9; ‘60—$121.9 
FAIRCHILD STRATOS CORP. (+) 45.5 39.7 41.2 4.1 4.19 54 36 4.26 13%- 5'2 13 — | 
W.C. (mil.) ‘59—$13.2; ‘60—$8.2 
GENERAL DYNAMICS .............. 979.7 1,010.8 1.2 943.9 1.22 43.95 3.12 42.71 30 53%e-31'2 37 - 
W.C. (mil.) ‘59—-$265.1; ‘60—$221.9 
GRUMMAN AIR ENG. .............. 154.0 155.8 2.6 1.9 1.88 1.38 2.24 3.27 5.29 1.50 40 -22's 38 3.9 | 
W.C. (mil.) ‘59—$31.6; ‘60—$32.1 
LING TEMPCO VOUGHT (t+). * i 4 4 t 4 4 4 - 
W.C. (mil.) ‘59—$24.1; ‘“60—$22.5 
LOCKHEED AIRCRAFT .............. 657.0 679.1 48.4 1.3 97.64 1.24 1.21 45.80 .30 50'4-18% 51 5 
W.C. (mil.) ‘59—-$75.5; ‘60—$57.6 
*—Based on latest dividend reports. ++—After acquisition of Chance Vought 3__First quarter. 
d—Deficit. Corp., 6/30/61, merger effective 8/31/61. 1__Merger effective August 31; no 
+—Formerly Fairchild Engine & Airplane. 1__Years ended Sept. 30. pro-forma financial reports available. | 
>-9 months June 30. 
COMPANY RATINGS 
Rating Rating Rating 
Avco Corp. cl Curtiss-Wright c4 Grumman Airo. c2 
Beech Aircraft B4 Douglas BI Ling-Temco-Vought c2 
Boeing Co. BI Fairchild Stratos cl Lockheed Aircraft cl 
Cessna Aircraft B2 General Dynamics B4 
RATINGS: A—Best grade. C—Speculative. 1—Improved earnings trend. 3—-Earnings up from the lows. 
B—Good grade. D—Unattractive. 2—Sustained earning trend. 4—Lower earnings trend. 




















ones which continued to think of aircraft and air- 
craft engines as their prime source of income will 
barely participate. The latter group will continue in 
the defense dollar doldrums while the diversified 
aircraft-missile-space companies will continue to 
make military money. 

Investors who read about renewed emphasis on 
manpower and weaponry for conventional wars 
would do well to remember one thing: Most of the 
defense dollars are being spent for deterrent weap- 
ons—ballistic missiles, nuclear-powered submarines, 
a ground alert for manned bombers—even while the 
buildup of conventional forces is under way. 


Hazardous Conditions Still Persist 


But even while new defense contracts and awards 
from NASA serve to build up the backlogs of indi- 
vidual companies, investors would be making a 
mistake if they did not take three important con- 
siderations into account: 

(1) For firms which are in the commercial as well 
as the military field, new orders for jet airliners 
have been comparatively slow in coming. While most 
of the development and repair costs have already 
been written off by Boeing, Douglas, Lockheed and 
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Convair, the slowness of new orders means the 
break-even and profit-making point on their tur- 
bine-powered airliners is still in the future. 

(2) The military services have been placing new 
emphasis on reliability. All services, especially the 
Air Force, have been talking in terms of some sort 
of financial penalty for firms whose products do not 
live up to their advance billing. But this feature is 
to be accompanied by a better profit margin for 
companies whose weapons are delivered ahead of 
schedule with a high degree of reliability. 

(3) In the commercial field, several companies 
(North American, Lockheed, Boeing, Douglas, Con- 
vair) would like to be the favored choice to build a 
2000-mph jet airliner for use in the 1970's. The 
government has promised to help underwrite devel- 
opment costs but heavy outlays from these compa- 
nies will still be required. 

It is expected that only one manufacturer will be 
able to make money turning out Mach 3 airliners. 
If two or more firms compete for this business, the 
limited market is likely to make the Mach 3 trans- 
port field unprofitable for all. 

These considerations, plus the continued tendency 
by the Pentagon to kill projects midway in the 
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Statistical Data on Leading Aircraft Companies—(Continued) 
1st 6 Months——_—_—_—_———— . ———Flll Year — Indic. 
Net Profit Net Per Earned Per Cash 1961 Price Div. 
Net Sales Margin Share Share Earn. Div. Range Recent Yield 
1960 1961 1960 1961 1960 1961 1959 1960 Per Share PerShare 1960-61 Price % 
— (Millions)— % % 1960 * 
MARGUARDT CORP. ................ $14.19 $11.39 6% 1.4% $.079 $.119 $.96 $.86 $1.77 $ 404-16" 21 —% 
W.C. (mil.) ‘597$8.1; ‘60—$9.3 
SEITE CIDA. nnstiianneninintiausaieniniuone 301.9 408.2 2.5 3.3 1.24 2.16 2.17 2.71 4.42 75 3912-18 38 1.9 
W.C. (mil.) ‘59-$41.0; ‘60—$48.7 
MC DONNELL AIRCRAFT .......... 330.35 260.85 2.6 3.5 2.575 2.685 3.05! 3.55! 5.221 1.00 392-1558 38 2.6 
W.C. (mil.) ‘59—-$27.5; ‘60—$35.0 
NORTH AMERICAN AVIA. ...... 717.46 893.18 2.3 2.0 2.03 2.256  3.78* 2.87 4.942 2.00 5658-2958 56 3.5 
W.C. (mil.) ‘59-$134.6; ‘60—$130.1 
NORTHROP AIRCRAFT ........... 170.17 196.77 93.1 3.1 2.907 3.227 4.015 4.22% 6.36% 1.60 6738-2434 65 2.4 
W.C. (mil.) ‘59—$22.3; ‘60—$25.0 
fore 32.1° 25.18 9.0 3.2 2.726 75° 3.00" 3.292 3.75* 1.10 6058-4232 54 2.0 
W.C. (mil.) ‘59—$7.6; ‘60—$15.1 
REPUBLIC AVIATION ............... 67.6 172.2 1.2 3.0 59 3.59 2.37 3.29 4.93 2.00 5134-197 49 4.0 
W.C. (mil.) ‘59-$32.8; ‘60—$32.0 
ROHR AIRCRAFT ................0000 151.37 121.37 5.3 3.0 437 1.947 1.403 41.403 “ 1.00 27'2 12% 27 3.6 
W.C. (mil.) ‘59—$24.4; ‘60—$20.6 
RYAN AERONAUTICAL ............ 51.05 45.85 1.7 2.5 545 718 1.72% 1.764 2.884 20 274-144 26 ‘a 
W.C. (mil.) ‘59—$22.3; ‘60—$25.0 
UNITED AIRCRAFT ................... 543.2 565.7 1.8 9 1.46 .67 4.26 1.95 6.87 2.00 5612-325 53 3.7 
W.C. (mil.) ‘59-$161.9; ‘60—$201.7 
*__Based on latest dividend reports. 1__Years ended June 30. 4_Years ended Oct. 31. 7—9 months Apr. 30. 
d——Deficit. 2—Years ended Sept. 30. >_9 months Mar. 31. %6 months Apr. 30. 
3_Years ended July 31. 69 months June 30. °—_1st quarter. 
COMPANY RATINGS 
Marquardt Corp. cl North Am. Av. BI Republic Av. BI 
Martin Co. BI Northrop Aircraft BI Rohr Aircraft cl 
McDonnell Aircraft BI Piper Aircraft B2 Ryan Aero. c2 
United Aircraft B3 
RATINGS: A—Best grade. C-—Speculative. 1—Improved earnings trend. 3—arnings up from the lows. 
B—Good grade. D—Unottractive. 2—Sustained earning trend. 4—lower earnings trend. 
ee — ee ne nce 

















development cycle, make investment in aircraft 
stocks hazardous at best. But the probable continua- 
tion of crises in various parts of the world as 
Premier Khrushchev persists in sabre-rattling fore- 
shadows extensive production by the various aero- 
space companies. 

Boeing Has its Fingers in Many Pies 


Circumstances among the various companies are 
so different that it seems best to terminate the 
general discussion at this point and devote the re- 
mainder of the article to a detailed examination of 
the individual components. 

Boeing seems to be one of the most solid compa- 
nies in the industry, with a good mixture of military 
and commercial business. Although Defense Secre- 
tary Robert S. McNamara has repeatedly stated he 
has no intention of using the extra half billion 
Congress voted for bombers to buy extra B-52’s, the 
B-52 line will continue at Wichita through 1962. 

@ In addition, Boeing will sell extra B-52 spares 
to sustain the Stratofortress ground and air alert. 
Sales of the commercial 707 jetliner (and its mili- 
tary counterparts, the KC-135 jet tanker and the 
C-135 jet cargoliner) are continuing and Boeing also 
holds orders for a substantial number of medium- 
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range 727 three-engine jetliners. @ The solid-fuel 
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Minuteman ICBM is a firm part of the Air Force’s 
strategic deterrence program, both as a fixed-base 
missile and as one fireable from railroad cars. @ The 
Dyna-Soar research vehicle may be the forerunner 
of a manned orbiting bomber to succeed the B-52, 
especially since the Mach 3 B-70 bomber has been 
cut back to three prototypes. @ Deliveries of the 
Bomarc II interceptor missile are continuing. Over- 
all, Boeing’s diversified line of products at Seattle, 
Renton, Wash., and Wichita (including industrial 
gas turbine engines) should result in a continuing 
high level of sales. 


A Strong Position in Rocket Engines 


North American Aviation is strong in the rocket 
engine field, turning out liquid rockets for the vari- 
ous Atlas ICBM’s. NAA holds contracts also to 
produce the F-1, eight of which will be used in the 
Saturn first-stage space booster and the H-1, a 114 
million pound thrust engine. Eight H-1’s will be 
clustered for the first stage of Nova, the vehicle 
which is destined to get a U.S. spaceman to the 
moon. @ The Autonetics Division is a potent force 
in the electronics guidance field for both missiles 
and submarines. @ The B-70, although no longer 
funded as a complete weapon system, is still the 
most advanced U.S. bomber under development and 
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> may well get substantial funding next fiscal year. 
@ Orders for the T-39 jet trainer keep trickling 
» in from the USAF, and North American is still un- 
ra decided as to whether to offer the same plane to 
i corporations as a business jet. @ The A3J Vigilante, 
é built at Columbus, is a large procurement item in 





the Navy’s budget. These assorted projects should 
_ serve to keep NAA’s sales and earnings at a high 
» level. 

Phase-outs Dim Hope for Douglas Dividend Resumption 


Douglas has not been too successful in obtaining 
reorders for its DC-8 jetliner and has drawn a com- 
plete blank on the sale of the cargo version, the 
DU-8F. @ The C-133 turboprop cargo plane for the 
USAF is being phased out at Tulsa and the Navy 
M ssileer was canceled early in the Kennedy Admin- 
is'ration. @ Production of the Nike-Hercules anti- 
ai-craft missile continues at Charlotte for the Army 
but this contract is also tapering off and there is 
st'll no sign the Pentagon will approve production 
of the Nike-Zeus anti-missile missile. @ The Sky- 
bolt air-launched ballistic missile, due to be fired 
from B-52’s, is one of the few bright hopes for 
Douglas, although the Thor IRBM is still being used 
by NASA for space projects and Douglas holds 
Space Agency contracts to assemble Saturn upper 
stages. It seems unlikely that Douglas will resume 
dividend payments even though most of the DC-8 
development costs have already been written off. 


Lockheed Recovering from Electra Failures 

Lockheed, which had a disastrous time last year 
when it had to pay out more than $15 million to fix 
the wings of the commercial Electra turboprop, has 
bounced back. @ Renewed emphasis on conventional 
warfare means the USAF will buy substantial num- 
bers of C-130B and C-130E turboprop cargo planes 
and the Navy will boost orders for the P3V-1 anti- 
submarine patrol aircraft. @ Lockheed-Marietta also 
won the USAF/FAA competition for a turbofan- 
powered jet cargo plane, the C-141, and this project 
alone should result in at least $1 billion in new 
business over the next few years. @ The Polaris 
fleet ballistic missile is now scheduled for use in 29 
nuclear-powered submarines (16 per sub) and the 
Sunnyvale, Calif., plant is also prime contractor on 
the Discoverer series of tests, as well as the Samos 
and Midas detection satellites—two of the USAF’s 
highest priority projects. @ The C-140 utility jet is 
also in production for the USAF and for corporate 
use at Marietta, while Electra output continues at 
Burbank. @ Lockheed’s electronics and boat-building 
subsidiaries also show promise of better earnings in 
the future. Recent resumption of Lockheed divi- 
dends appears to be well warranted. 


Heavy Research Restricting United’s Dividends 


United Aircraft, which got into the missile space 
field rather late, will continue to deliver large num- 
bers of Pratt & Whitney J57 and J75 engines for 
B-52’s, 707’s, KC-135’s and other military and civil 
aircraft, as well as J52’s for the North American 
Hound Dog air-to-surface missile. But substantial 
sums are being spent on research and development 
by the Hamilton-Standard Division and United 
‘echnology Corp., the company’s rocket engine sub- 
sidiary. @These R&D expenditures should start pay- 
ing off this year because large contracts for solid- 
‘uel rocket engines are expected to start flowing 
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to UTC from the Pentagon and NASA. The Sikorsky 
Division is still turning out large numbers of con- 
ventional and gas turbine helicopters for military 
and civil use. But the company’s necessary emphasis 
on research—$40 million last year, $50 million in 
1961—will mitigate against larger dividends. 


Convair a Drag on General Dynamics 


General Dynamics Corp. is roughly in the same 
position as United. Some segments, including the 
Electric Boat operation at Groton, Conn. (which will 
build many of the 29 Polaris-firing subs), are profit- 
able. But the Convair operation at San Diego and 
Fort Worth is a headache. Convair president J. V. 
Naish quit in February and the San Diego opera- 
tions have been placed under C. Rhoades McBride, 
GD’s executive vice president. @ But losses continue 
on the commercial jetliners, the 880 and 990, pri- 
marily because of lack of new orders, and the Fort 
Worth plant seems unlikely to get a new order for 
the supersonic B-58 bomber beyond the 112 now on 
order. @ GD-Astronautics, building the Atlas mis- 
sile and space booster, is making money and the 
Stromberg-Carlson electronics facilities should bene- 
fit as the Navy steps up anti-submarine warfare 
spending. But GD’s position as one of the Penta- 
gon’s largest contractors should enable the com- 
pany to resume suspended dividend payments once 
some cash has been accumulated and the remaining 
losses on the 880/990 jetliners have been written off. 


Martin Benefiting from its Early Conversion 


Martin, on the other hand, is not only completely 
out of the airplane business but also removed itself 
from the commercial airliner field nearly a decade 
ago. @ The Baltimore firm is now benefiting from 
its early entrance into the missile space program, 
with sales and earnings continuing to climb. @ Pro- 
duction includes the USAF Titan ICBM at Denver 
(the Titan is also visualized as a booster for Dyna- 
Soar and as upper stages for space projects); the 
USAF Mace at Baltimore; the Army Pershing, Army 
Lacrosse, USAF Missile Master control system; Air 
Force/Navy Bullpup and various electronic devices 
at Orlando, Fla. @ The Navy, incidentally, still fore- 
sees a requirement for a jet seaplane for anti-sub- 
marine use in the future, and Martin’s past experi- 
ence with the now-defunct P6M SeaMaster program 
should give the company an edge in that future 
competition. 

Smaller Companies 

Contrasting with Martin, Republic is still pretty 
much a one-airplane company, but the USAF seems 
inclined to keep on buying the Mach 2 F-105 fighter- 
bomber to support ground troops. The Farmingdale, 
L. I., concern was one of the major beneficiaries 
when President Kennedy sought $3.5 billion to beef 
up conventional warfare capabilities. 

Fairchild-Stratos has found itself unable to find 
many new or repeat buyers for its F-27 turboprop 
transport but has hopes the Army will order large- 
scale production of its USD-5 surveillance drone. 

Grumman has been very successful in selling its 
turboprop Gulfstream to corporations, the AO-1 
Mohawk to the Army and several different search 
and rescue, tracking and anti-sub planes to the 
Navy. Cancellation of the Eagle missile caused some 
concern at Bethpage, L. I., because Grumman had 
been slated to build (Please turn to page 647) 
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INSURANCE STOCKS 
AS INVESTMENTS TODAY 


By KENNETH MacTEAR 


— The significant changes and legal decisions that enable 
multiple coverage and mergers in the insurance field and 
warrant re-examination of these stocks .. . 


companies in the 


ALL STREET has been conducting a love af- 
fair with the usually staid insurance stocks 
this year. Since January, insurance shares have out- 
performed the general market averages. Measured 
by the Alfred M. Best Co. index of insurance stocks, 
fire and casualty companies have appreciated 23% 
and life insurance shares 55° in 1961. During the 
past eight months, some life stocks, such U.S. Life, 
have doubled in price, while in the fire and casualty 
field stocks such as Aetna Casualty, Federal Insur- 
ance and U.S. Fidelity and Guaranty have risen 45%. 
In July alone, Insurance Company of North Amer- 
ica advanced 9% and St. Paul Fire and Marine 8.5%. 
The outstanding performance hus been among the 
life insurance however. In the month of 
July, Gulf Life rose 25°, Monumental Life 16.6%, 
Connecticut General 14.6° and Travelers Insurance 
13.8%. 


SLOt ks, 


Improved Conditions Justify a “New Look” 
These spectacular gains have come after four years 
of depressing influences on insurance equities. 
Since 1957 the fire and casualty industry has been 
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best position. 

slowly recovering from the worst underwriting cycle 
in its history. At times, this recovery has been in- 
terrupted by unusual weather occurrences such as 
Hurricane Donna in September, 1960, and the severe 
winter early this year. The life insurance industry 
has also begun to overcome the unfavorable accident 
and health experience during the recent five years. 
Finally, as 1960 life insurance earnings reports came 
in this year, investors who had feared the adverse 
influence on life earnings of the increase in Federal 
Tax liability from the 1959 life insurance tax law 
found their fears considerably exaggerated. 

Based on the preliminary reports of operations 
of thirty fire and casualty companies for the first 
six months of 1961, premiums written increased 3%. 
But all has not been rosy. Because of the unusually 
severe winter in the first quarter of 1961, fire losses 
were 12° above 1960. As a result, property claims 
rose and the loss ratio increased 3! points over 
1960. Events such as Hurricane Donna, storms in 
the Southwest and the bad winter in 1961 have 
marred what otherwise appears to be a fundamental- 
ly improving underwriting cycle. 
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i Data on Leading Life Insurance Company Stocks 

Dividend as Increase in 

1961 Recent 1960 Present % of Price Times Est: Total Price os Life insur. | 

Price Range Market Adjusted Dividend Yield Adjusted Adjusted Equity’Va!ue °% of Equity In Force 

| High low Price Earnings |! Rate Earnings Earnings at 12/31/60" Value 1950-60 
Aetna Life . 130 98 128 $6.54 $1.60 1.3% 24.5% 19.6 $87.21 147% 160% 
Commonwealth Life » 2 21 42 2.15 24 6 11.2 19.5 17.11 245 190 
Connecticut General Life 273 200 262 9.20 1.40 5 15.2 28.5 119.02 220 217 

| Continental Assurance 198 125 180 4.54 1.20 7 26.4 39.6 50.16 359 348 

| Franklin Life ............ 121 70 111 4.07 0.50 5 12.2 29.7 28.64 388 335 
EEE 35 18 35 2.16 3.60 17 27.8 16.2 18.34 191 157 
Jefferson Standard Life 68 48 65 3.46 1.00 1.5 28.9 18.8 39.51 165 151 
Kansas City Life .. 2150 1340 21.50 137.72 14.00 7 10.2 15.6 1643.74 131 67 
Liberty National Life 79 44 79 2.58 35 4 13.6 30.6 14.50 545 220 
Life Insurance Co. of Va. 97 56 97 6.25 1.20 1.2 19.2 15.5 70.10 138 115 
Lincoln National Life 145 100 142 7.56 .80 6 10.5 18.8 80.81 176 175 
Monumental Life ... 74 58 70 6.44 1.20 17 18.6 10.9 66.54 105 75 
National Life & Accident 182 114 182 8.43 .60 3 7.1 21.5 79.10 230 128 
Travelers Insurance 140 100 140 7.60 1.60 11 21.1 18.4 87.54 160 156 
United States Life 79 42 79 2.31 20 3 8.7 34.2 17.51 451 287 
Average of 15 Companies 9 17.0% 22.5 243° 185% 
‘Includes equity in increase in life insurance in force, valued Includes equity in life insurance in force at same valuation 

at $15 per thousand for ordinary, $5 per thousand for group, as in } 
and 50% of annual premiums for industrials. 











One observer has estimated that Donna alone 
raised the industry’s loss ratio in 1960 by 114 points. 
The first quarter is seasonally the poorest of the 
year for property underwriting, as the cold weather 
always creates greater fire and driving hazards. 
With the fundamental underwriting cycle continual- 
ly improving and the seasonally worst underwriting 
months now behind the industry, the outlook for 
the balance of 1961 is relatively favorable. 

{Investment operations continued to help offset 
the underwriting record to some degree in the first 
half of 1961. Net investment income grew 9°, 
while the common stock portfolios of fire and cas- 
ualty companies showed marked appreciation. As a 
result, surplus expanded 9° and assets increased 
5‘. for the six months ended June 30, 1961. 

Recovery from 1956-57 Heavy Loss Period 

The main determinant of the underwriting profit 
cycle is the rates charged on the various insurance 
coverages. As these rates are based on loss ex- 
perience over a recent past period, a lag usually 
ensues before rates catch up with experience. In 
1956-57 the industry experienced its highest un- 
derwriting losses in history. Hardest hit was cas- 
ualty underwriting, where an injured party can 
claim settlement for injury or damage. Such cases 
consume a long time in settlement, and advancing 
inflation tends to increase jury awards out of pro- 
portion to original premium rates. As a result, auto 
insurance underwriting, which over the past few 
years has comprised 40% of the industry’s business, 
has suffered severe losses, most of which are con- 
centrated in auto bodily-injury coverage. But while 
inflation does create a lag in rates, the consequent 
underwriting losses are somewhat offset by sub- 
stantial appreciation of the fire and casualty com- 
panies’ large common stock portfolios, correspond- 
ingly increasing the stockholders’ equity. 

Rate increases, based on the industry’s recent bad 
experience, have brought about an improvement in 
the underwriting cycle since its trough in 1957 and 


AUGUST 26, 1961 


are expected to continue to do so into 1962. Working 
through the National Bureau of Casualty Under- 
writers, the industry has been largely successful in 
influencing state insurance authorities to revise 
rates in the past two years. Since 1958 almost all 
states have granted rate increases averaging 14-17% 
on basic auto coverage, and many states have in- 
troduced Safe Driver Plans which reward better 
drivers with lower premium rates and penalize the 
risk drivers. On March 1, 1961, New York State put 
a plan into operation which provides a 10‘c rebate 
for good drivers and a 150°e penalty for risk drivers. 
It is estimated that the plan will increase total 
automobile premiums 9.3‘o and add $34 million extra 
in premiums paid in the state. That is approximate- 
ly equivalent to the amount lost on car liability in- 
surance in New York State in 1959. Such safe driver 
plans were started in 19 states altogether in 1960, 
and the trend will continue. These plans are also an 
effective means of combating the competition of 
direct writers, such as Allstate, who operate in- 
dependently of Bureau rates. These independents 
have recently been capturing business from the old- 
line agency companies at a rapid clip. 


Investment Income Also Important 


As the industry overcomes its underwriting prob- 
lems, it has managed to protect the stockholder’s 
dividend with its rising investment income. Over the 
decades, fire and casualty companies have paid div- 
idends largely with investment income from their 
substantial equity portfolios. A long record of div- 
idend consistency has been established. Net invest- 
ment income rose 10% in 1959 and 11° in 1960. 
Dividend payments last year rose approximately 
10°. With net investment income up 9% in the 
first six months of 1961 the outlook for another 
round of dividend increases is excellent. 

More important than underwriting profits and in- 
vestment income in analyzing the immediate out- 
look for fire and casualty companies is a court rul- 
ing made in New York last June. In the last seven 
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Statistical Comparison — Fire & Casualty Insurance Company Stocks 
1960 Estimated Loss and 
Net Investment Income Net Liq. Price as % Expense Ratio 
First Six Months Year Operating Dividend Recent Value Liq. Firs) Six Months 
1961 1960 1960 Earnings Rate Price Yield 12/31/60 Value 1961 1960 
Aetna Insurance ...............0.. $4.25 $3.92 $8.05 $9.58 $3.00 123 2.4% $137.65 89% 100.4% 96.7% 
American losurance ............. 1.08 1.08 2.18 2.35 1.30 31 4.2 36.60 85 102.3 97.8 
Boston Insurance .................. N.A. 1.47 3.01 0.63 1.80 34 5.3 54.35 63 N.A. 100.6 
Continental Casualty ............ 96 89 2.30 3.00 1.50 103 1.5 38.98 264 97.4 97.3 
Continental Insurance .......... 1.84 1.80 3.59 1.31 2.20 64 3.4 82.71 77 106.7 103.7 
Federal Insurance ................ N.A .88 1.91 2.35 1.00 74 1.4 42.06 175 N.A. 92.6 
Firemans Fund ..................... . NA, 1.98 4.09 4.12 2.00 64 3.1 71.41 90 N.A. 99.9 
SINE vcs ciduccncinshicconhatenie N.A. 1.64 3.33 1.51 1.00 44 2.3 64.02 69 N.A. 100.9 
Great American .................... 2.09 2.07 4.25 3.79 2.00 55 3.6 85.52 64 107.7 97.0 
Hanover insurance * ........... N.A. 2.33 4.88 2.42 2.15 45 4.8 68.48 66 N.A. 101.8 
I I oi cae cenasctasniiciie N.A. 1.21 2.57 2.87 1.10 74 1.5 49.03 151 N.A. 97.4 
Home Insurance .................... 1.95 2.07 3.85 3.73 2.20 58 3.8 85.64 68 105.1 99.7 
Insurance Co. of N.A. ........... 1.44 1.39 2.92 3.40 1.80 107 1.7 60.55 177 100.5 95.7 
Maryland Casualty ............... 1.64 1.50 3.18 3.82 1.70 42 4.0 50.76 83 101.6 97.5 
National Union ................. 2.09 1.86 3.83 2.50 2.20 46 48 61.90 74 N.A. 102.3 
New Hampshire .............. ; 3.12 2.70 4.87 1.95 2.20 61 3.6 92.15 66 99.1 97.1 
Northern Insurance .............. 2.51 1.58 3.24 0.53 1.50 45 3.3 67.47 67 106.8 100.7 
Phoenix Insurance ................ 3.50 3.36 7.06 3.58 3.00 117 2.6 165.85 71 N.A. 97.5 
Reliance Insurance ** ....... N.A. 2.28 4.30 5.27 2.20 63 3.5 83.99 75 N.A. 96.0 
St. Paul Fire & Marine .......... 1.32 1.19 2.60 3.12 1.44 78 1.2 52.77 148 102.3 100.8 
Springfield Insurance Co. .... N.A. .99 1.68 0.55 1.00 38 2.6 47.21 80 N.A. 101.7 
U.S. Fidelity & Guaranty ....... 1.37 1.24 2.66 4.01 1.20 59 2.0 48.29 122 97.1 97.3 
N.A.—-Not available. 
*—Pro forma combined figures reflecting merger with Massachusetts **—Reliance Insurance Co. assumed control of Standard Accident 
Bonding & Insurance Co. 6/30/61. Insurance in 1961. 
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teen vears, the seeds of two revolutions in the in- 
surance industry were planted in the month of June. 
Both were the product of court decisions, the first 
being a U.S. Supreme Court decision in 1944 and 
the second being a New York State Appeals Court 
ruling in 1961. 
New York Court Decision Advances Multiple 
Line Coverage 


In 1944 the Supreme Court of the United States 
declared insurance was interstate commerce. This 
decision led to the growth of multiple-line insurance 
companies, writing both fire and casualty coverage. 
The last state to change its charter to permit this 
was Ohio, in 1955. Comprehensive home-owners’ 
policies, in which many types of insurance are com- 
bined in one “package” policy suitable for a home- 
owner, thus became available. As this revolution 
developed, members of the industry have sought 
further diversification in the life field, in order to 
be able to offer all types of insurance. 

A move into the life field was usually permitted 
casualty companies under state laws, but under 
New York and Massachusetts law life companies 
were denied the similar right to enter the fire and 
casualty field. To qualify for operation in these 
states, a life company could not maintain a fire and 
casualty affiliate — though Aetna Life and Travel- 
ers Insurance, which have property insurance sub- 
sidiaries, have, in fact, operated in New York State 
for years. In 1956, Connecticut General proposed 
acquisition of National Fire of Hartford, and the 
New York State Insurance Department ruled that 
by so doing it would lose its license to operate in 
that state. Connecticut General contested the ruling, 
though in the meantime National Fire of Hartford 
was acquired by Continental Casualty. 
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On June 2, 1961, the New York Court of Appeals 
finally ruled in the Connecticut General case that 
an out of state life company could acquire control of 
a fire and casualty company without endangering 
its right to do business in the state. Although no 
decision by the Massachusetts courts has yet been 
reached, a favorable decision appears likely. 


Deeper Invasion of Fire and Casualty Fields 
Anticipated 

Observers now foresee a wave of future acquisi- 
tions by life insurance companies of fire and cas- 
ualty subsidiaries. Before the ruling in June, they 
had been detoured from this path by the threat of 
being exiled from the New York market. Wall Street 
now envisions the entrance of not merely the stock- 
held life companies but also the giant billion dollar 
mutual life companies into the fire and casualty 
field. For old-line fire and casualty companies it 
means the threat of competition on a massive scale. 

Now a life company can offer “one stop” insurance 
— a package of all types of coverages. Such a com- 
bination insurance package of life, accident and 
health and home-owners’ insurance could meet the 
competition of the direct writer by keeping the 
expense ratio low. Also, the life insurance industry, 
more than the fire and casualty industry, has the 
necessary sales force to sell such a package policy. 


Because of this recent development, some Wall | 


Street observers believe that an investment now in 
fire and casualty companies can only be made on 
the speculative basis of buying likely merger can- 
didates currently selling below book value. They 
point out, as an example, that when Connecticut 
General contemplated absorbing National Fire of 
Hartford in 1955, National Fire rose almost 50% 
in a week after the ex- (Please turn to page 652) 
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Air Lines 





AIRLINES AS SPECULATIONS 
RATHER THAN INVESTMENTS 


By JOHN MARCHES! 


@ Companies generally still in the throes of establishing their place 


in transportation . . 


. factors upon which success depends 


@ Basis for recent market strength — who is buying the stocks — reconciling the 
favorable tape action with the rather uncertain earnings outlook 

@ Factors of strength in jet longevity — possible new consideration from the 
CAB — and trend toward low prices to meet competition from other transport 

@ Speculative and trading characteristics of the airline securities — the group 
that appears interesting currently from market point of view 


HE optimism which surrounded the entry of the 

airline industry into the jet age has about van- 
ished, and with good reason. Last year the earning 
power of the domestic trunks nearly evaporated, 
notwithstanding establishment of a new peak in 
revenues. On gross of about $1.9 billion, the in- 
dustry was able to bring only $1.2 million down to 
net! 

This year the story is more of the same. For the 
first five months of 1961 the domestic trunks racked 
up a deficit of $19.7 million, compared with a loss 
of $13.4 million in the like months of 1960. How did 
the industry manage to accomplish such a sad result 
in the face of a year-to-year revenue gain? 

Several factors do provide some explanation for 
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the dismal showing; the six-day strike in February 
disrupted traffic not only in that month but in 
March as well, owing to the effect on forward book- 
ings. Of course, the weather in the forepart of 
1961 was unusually bad, as we all remember. But 
the real problem for the industry in 1961 has been 
the lack of growth, which is a new and serious 
element in the picture. 

Revenue passenger miles through the first five 
months of 1961 slipped 3.8° below those of the 
vear before. Moreover, to compound the trouble, 
first-class traffic continued to sag noticeably, while 
the lower-rated coach volume reached higher levels. 
No one is exactly sure why traffic turned so sour in 
the first five months of 1961. To be sure, the general 
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business slowdown undoubtedly played a role in the 
poor showing of the airline industry, reflecting the 
importance of the business traveler. But the trouble 
may be deeper than this simple explanation. Some 
observers feel that the airline industry has drained 
off just about all the long distance traffic it can get 
from the railroads and the buses. If so, airline 
trouble may only be beginning. In any case, the rise 
in operating expenses outpaced the modest revenue 
gain for the first five months of 1961 (which oc- 
cured because of more longer-haul business and 
higher coach fares), and a bigger deficit was the 
end product. 

Second-Half Prospects 


The question now is how will the industry fare 
in the second half of 1961? Traffic will definitely 
pick up if for no other reason than an increase in 
travel by businessmen. Tourist business, too, should 
be on the rise, reflecting a decline in unemployment, 
and larger disposable income. Even so, it is hard 
to see dramatic year-to-year traffic gains for the 
industry over the balance of the year. 

On this basis and in light of the slow start, a 
very modest gain is anticipated for 1961 as a whole. 
Something on the order of a 5% gain in volume 
seem to be a reasonable expectation. 

Operating expenses, meanwhile, will continue to 
climb at a sharp rate. Jet deliveries will remain 
quite heavy in 1961, with 157 turbine aircraft (of 
which 118 will be pure jets) scheduled for delivery 
to the nation’s airfleet. This spells more break-in 
expenses and higher depreciation. More importantly, 
it means that the pressure on load factors which 
has already existed for some time will get worse 
before it eases. Combine the expected slow growth 
in business with the steady rise in expenses and 
you can see why the immediate earnings picture 
is dismal. For most carriers, little or no earnings 
improvement is in prospect for 1961. 


Basis for Market Strength 

Few investors will quarrel seriously with the sec- 
ond-half outlook for the airline industry which has 
been outlined above. Nevertheless, most of the 
stocks in the group are well up from their lows. 
Furthermore, it is interesting to see how many 
funds picked up air transport shares in the second 
quarter of 1961. The thoughtful investor is probably 
wondering how the poor prospects for the industry 
can be reconciled with the favorable tape action for 
the group. 

@ For one thing, the leverage factor in airline 
operations is impressive. Consider for a moment 
how little extra expense is associated with the car- 
riage of five or six extra people on a flight. Aside 
from an inexpensive meal and a drink, the cost of 
toting these travelers is practically nil. Hence, it is 
possible to think hopefully in terms of additions to 
pretax net. Put more specifically in financial terms: 
an increase of 1% in last year’s load factor (which 
is the relationship of traffic to available seats) would 
have yielded the industry about $26 millon more 
in pretax net. 

@ Another factor which may have whetted the 
appetite of the bulls for airline securities is the large 
potential earning power considered reasonable by 
the regulatory authorities. In the case of the Big 
Four (American, Eastern, United and T.W.A.), the 
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C.A.B. feels that 1014% return on invested capital 
is not out of line, while 114% is the yardstick to 
be applied to the other domestic trunklines. To il- 
lustrate what these companies would show if they 
hit their allowable levels, a look at the Big Four 
suggests these per share results: American, $3.00; 
Eastern, $6.00; United, $6.00 (no allowance for 
Capital properties) and T.W.A., $3.25. Of course, 
there is no guarantee that such earnings will be 
reported by any or all of these systems, but the 
possibility is at least in the picture for the hopeful 
speculator. 
More Constructive Regulatory Policies 

Another possibility which must be considered is 
that of a change in regulatory attitude. The im- 
portance of such a change can hardly be exaggerat- 
ed, considering the close rein which the C.A.B. has 
over the group and the direct effect of its policies 
upon the industry in the postwar period. Until re- 
cently, it seems fair to say that the Board had a 
bias in favor of the traveling public and against 
the interests of the carriers. The regulatory author- 
ities generally pursued a policy of beefing up the 
smaller, unprofitable lines by giving them entry into 
the more lucrative markets. The theory was fine, 
but unfortunately it didn’t work in practice. Instead 
of easing the financial difficulties of the afflicted line, 
the result was merely to drain enough traffic away 
from the healthy carrier to cause trouble for all 
concerned. Eastern, for example, was the victim of 
this squeeze play on its New York-Florida run, as 
National, and then Northeast, were authorized to 
compete in this area. The result: three sick carriers 
instead of two. 

Some observers claim to detect signs of changing 
thinking on the part of the C.A.B. In light of the 
new faces on the Board, such an evolution in reg- 
ulatory attitude may well be in the making. For one 
thing, the United-Capital merger was approved in 
the face of opposition from other airlines, which 
feared the competitive threat of America’s largest 
domestic airline. It might be argued, of course, that 
the C.A.B. had no choice but to approve the United- 
Capital union since bankruptcy was the only other 
alternative for Capital. 

Whether or not the Board is interested in eliminat- 
ing some of the excess capacity in the skylanes by 
authorizing judicious mergers is still to be deter- 
mined. The authorities are now trying to find a home 
for Northeast, but this is another troubled airline. 
The real test of their intentions will come when two 
financially healthy lines propose a merger. If the 
Board is agreeable to this type of consolidation, the 
excessive duplication of service now provided be- 
tween major cities would disappear, to the benefit 
of industry load factors and earnings. 


Jets Offer Good Potential 


The airline industry’s longer term prospects have 
been materially improved by the advent of the jet. 
This magnificient piece of equipment not only is 
setting new standards of reliability, but it promises 
to be a long-lived workhorse. The current versions 
of the pure jet may well last ten years or longer, 
giving the airline industry a breather as far as 
major financing is concerned. 

Some, of course, will suggest that supersonic air- 
craft will be upon us in five years or less. But this is 
unrealistic. In the first place, some major problems 
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American Airlines: Earnings for 1961 will be disappointing, repeating 
the experience cf recent years. However, a turn for the better appears 
to be in the making and the low profits point may well have been seen 
Despite slim coverage, the $0.25 quarterly dividend may hold. B4 


Braniff Airways: This marginal airline may well have passed the low 
point in its earnings cycle, particularly since it is now flying its Electras 
at full speed again. However, longer-range prospects remain highly un- 
certain and this company may well go the merger route. C4 


Continental: One of the smaller airlines, this company has done quite 
well in the jet age, having ore of the lowest break-even points in the 
industry. Nearby prospects look good. Cl 

Delta Air Lines: With an all turbojet fleet, company did not have to 
face the restrictions placed on the Electra. Recent earnings have been 
impressive and the immediate outlook is favorable. B1 


Eastern Air Lines: Recent announcement pointed to improving operations 
over the belance of 1961, but a loss for the year as a whole. Longer 
term, this company should regain its profitable ways again. B4 


National Airlines: Considering the recent route award to the West Coast, 
RATINGS: A—Best grade. 
B—Good grade. 


C—Speculative. 
D—Unattractive. 


Statistical Data on Leading Airlines 
Ist 6 Months Full Year Indic. 
Net Profit Net Per Earned Per Cash 1961 Price Div. | 
Net Sales Margin Shares Share Earn. Div. Range Recent Yield | 
1960 1961 1960 1961 1960 1961 1959 1960 PerShare PerShare 1960-61 Price % 
(Millions)— % % 1960 e 
AMERICAN AIRLINES . vove205.8 $201.8 1.6% 1.2%  $.40 $.29 $2.51 $1.40 $5.82 $1.00 27'8-1738 26 3.8% 
W.C. (mil.) ‘59-$72.3; ‘60—$57.6 
BRANIFF AIRWAYS ................... 19.0” 20.7> 42.5 41.9 4.175 414° 85 .24 2.88 .30 1438- 8'4 12 2.5 
w.c. (mil.) ‘59—$7.6; ‘60—$10.0 
CONTINENTAL AIR LINES ....... 28.7 30.8 1.7 1.7 .28 19 93 93 4.84 12'e- 5'2 10 
W.C. (mil.) ‘S9—$(d)3.2; ‘60—$6.4 
PE Be UID ccnccentcsesencenesss 120.2! 146.1! 2.3 3.1 2.53! 4.15! 2.53! 4.15! 13.00" 1.20 6058-20 53 2.2 
V.C. (mil.) ‘59—$10.2; ‘60—$8.7 
ASTERN AIR LINES ........ . 78.6° 72.6° 91.5 45.6 4.385 41.355 2.24 41.74 10.15 34’ -22 28 -- 
N.C. (mil.) ‘59-$44.0; ‘60—$29.0 
NATIONAL AIRLINES .............. 50.94 48.24 42.0 411.2 4.574 42.91% 1.42 41.63 3.16 172-10 16 | 
W.C. (mil.) ‘59—$11.2; ‘60—$7.7 | 
NORTHWEST AIRLINES ............. 61.7 45.9 43 2.7 4.38 .69 3.68 75 11.14 80 33'4 1334 29 2.7 
W.C. (mil.) ‘59—$8.1; ‘60—$17.2 } 
= : : = — 
PAN AMERICAN WORLD AIR. 85.65 87.29 24 7.2 4325 4.965 1.17 1.07 864 80 23%-16% 20 40 | 
W.C. (mil.) ‘59-$28.4; ‘60-$31.5 
Pte Ei PRIS a AR at : 
TRANS WORLD AIRLINES ......... 177.1 166.3 47 41.75% 1.41 97 4.98 19 -1T's 15 ‘ 
W.C. (mil.) ‘59—$4.9; ‘60—$36.0 
UNITED AIR LINES ................. 167.7 255.5 1.0 1.1 43 1.03 3.50 2.65 14.28 .50 51%-25'4 49 1.0 
W.C. (mil.) ‘59—$10.2; ‘60—$27.8 
WESTERN AIR LINES ................ 34.0 25.7 3.9 942.1 94 438 4.82 1.70 8.22 1.00 35'2-17'2 26 3.8 
W.C. (mil. ‘59—$11.9; ‘60—$17.1 | 
oy a a cia | 
*—Based on latest dividend. 1Years ended June 30, 1960 and 1961. *—9 months March 31 | 
W.C.— Working capital. 21960. 5 Ist quarter 
d Deficit. + Estimated. 


1—Improved earnings trend. 
2—Sustained earnings trend. 


the line has become more attractive merger bait and may well do this 
in due course 


Northwest: Aided by vigorous cost cutting, company has shown fairly 
good earning power recently. However, longer term prospects remain 
clouded due to the intense competition facing the carrier. C3 


Pan American World Airways: This carrier along with its foreign com 
petitors is having a rough time in 1961. Some earnings improvement | 
shou!d take place in coming months, but full-year net will be down B4 


Trans World Airlines: Company has recently hod a management change 
which has constructive implications. However, it may be some time be 
fore TWA exploits its many natural assets. C4 


United Airlines: Now the largest domestic carrier, this line is also the 
best. An earnings contribution should begin to be seen from the Capital 
properties beginning in 1962. Al 


Western Airlines: This company is an efficient carrier which has enjoyed 
@ good record of growth in the past. Although the competition from 
other lines is tough, this well-run carrier should hold its own. 82 


3— Earnings up from the lows. 
4—Lower earnings trend. 




















will have to be solved before even a prototype air- 
craft of this type is flying. Operation of supersonic 
planes near cities will break thousands of windows ; 
flying at new high altitudes will mean greater i1m- 
portance of pressurization systems, which must not 
fail; general problems of creating an aircraft safe 
enough for the traveling public loom large. All in 
all, there is a good deal of preliminary work to be 
done before a supersonic plane even comes off the 
drawing boards. Even if the designers can solve the 
problems of the supersonic age in rapid fashion, 
relatively few places on the domestic landscape 
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offer economic scope for the use of these planes. 
Aside from the transcontinental market, most do- 
mestic routes offer little real need for such rapid 
craft. The real market for supersonic planes will 
exist among the international trunklines. And even 
here two dozen planes will probably be sufficient to 
fill the bill for quite some time. 
Prospects for 1962 

So much for the plus factors in the domestic air 
transport picture. 

The question is how (Please turn to page 649) 
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Revion 


Readers who bought Revlon on 
our earlier advices here have fat 
profits. Around 74, although off 
from a high of 791%, the stock 
has nearly doubled from its 1961 
low (adjusted for a 2-for-1 split) 
and more than tripled from its 
1960 low. It looks high on earn- 
ings, which may be in the vicinity 
of $2.30 a share this year, against 
$2.16 in 1960. But we continue to 
think, as stated before, that profit 
taking could be ill-advised. There 
appear to be important potentials 
— perhaps sensational — in the 
company’s new cream for treat- 
ment of skin wrinkles. Trade- 
marked “Eterna 27”, it has been 
cleared by the Federal Food and 
Drug Administration and will go 
on the market in no great time. 
Profit margins should be even 
better than those on Mead John- 
son’s “Metrecal’”’, the leading diet 
control product, since the patent- 
ed Revlon skin cream will be free 
of competition for at least some 
time to come. “Metrecal” has been 
mainly responsible for lifting 
Mead Johnson’s earnings from 
$3.02 a share in 1959 to over $7.00 
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estimated for this year. Nobody 
“an say whether the gain for Rev- 
lon from its new product will be 
less than that or more. Stay with 
the stock. 


Inside The Market 


Short-term patterns of selec- 
tivity in the market are often 
largely shaped by transient 
changes in technical positions, 
while favorable or unfavorable 
trends of some duration hinge on 
more basic considerations. At this 
writing, the principal stock 











aluminum, auto parts, 


rently lagging include building 
materials, chemicals, drugs, elec- 
trical equipment, television-elec- 
tronics, meat packing, machinery, 
oils, steels and sugar. Groups lag- 
ging on the year to date include 
airlines, aluminum, building ma- 
terials, electrical equipment, steel 
and textiles. Groups with some 
of the largest 1961 net gains in- 
clude banks, insurance stocks, 
































groups performing better than  tobaccos, finance companies, and 
average are aircrafts, airlines, _ tires. 
INCREASES SHOWN IN RECENT EARNINGS REPORTS 

1961 1960 
TL AE ATT TE Quar. June 30 $ .83 $ .75 
I Quar. June 30 54 48 
I I a i csetiieemmnatan Quar. June 30 73 66 
Mcintyre Porcupine Mines ..............cccccseeeeees 6 mos. June 30 -52 Al 
NT ca incitutsihninsnlalatieenainnant Quar. June 30 1.36 1.41 
Champlin Oil & Refining 2.0.0.0... 6 mos. June 30 1.25 78 
TINS sheeted sec aeeiphshnsabeiatdocdiadsaline Year May 31 3.64 3.04 
Dr. Pepper Co. ............. PRS SPR Ea he ee 6 mos. June 30 44 41 
MacAndrews & Forbes .................ccccccsccecccceeeeees Quar. June 30 75 .48 
Twin City Rapid Transit. ..............sccsssersesseeeees 6 mos. June 30 67 34 
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finance 
companies, metal fabricating, of- 
fice equipment, shipbuilding, sul- 
phur, and textiles. Groups cur- 
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” Dividends 
> First-half dividends on common 
» stocks listed on the Big Board 
> showed a year-to-year gain for 
) the nineteenth consecutive year. 
However, it was only 2%. In 
\ terms of changes by individual 
"companies, the news remains 
decidedly unexciting. In July 
there were extras voted in 25 
cases, against 39 a year ago; in- 
creases in regular rates by 41 
companies, compared with 43 a 
year earlier. Despite the business 
recovery, 19 companies cut or 
omitted dividends in July, com- 
pared with 18 in the same month 
+» of 1960. Probably there will be 
more extras or increases in Nov- 
ember-December — the season of 
heaviest payments — than were 
'seen a year earlier, but we see 
no‘ hing dynamic in the dividend 
outlook. For that matter, who 
cares? In this market, capital 
' gain is the dominant objective, 
current income return seemingly 
incidental or unimportant. Aver- 
‘age dividend yield on common 
stocks is under 3%, compared 
with nearly 4.5% on high-grade 
corporate bonds, over 4% on long- 
term Government bonds and near- 
ly 3.9% on short-term Govern- 
ment bonds. Few investors want 
bonds, so the bond market re- 
cently eased to a new low for 
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Scott Paper, Singer Manufactur- 
ing, Talcott and Tennesse Corp. 


Stock Splits 


Among Big-Board stocks there 
were only 8 splits of 2-for-1 or 
better in the first quarter of this 
year, but the number rose to 25 
in the second quarter as the mar- 
ket advanced and confidence in 
the outlook increased. The first- 
half total of 33 compared with 43 
in the like period of last year and 
with 51 in the 1959 first half. 
If the market does no more than 
hold around present levels, the 
chances are that second-half 
splits will exceed the reduced 
year-ago total. If there is a mod- 
erate further rise in stock prices, 
the number of splits will be in- 
creased considerably. Splits add 
to popular allure in stocks — 
and make it easier for insiders 
to sell. 

Possibilities 

Here are some possibilities for 
splits in the next 12 months or 
so: American Chicle, Bank of 
New York, Brown Shoe, C.LT. 
Financial, Cambell Soup, Ford 
Motor, Gillette, Heller (Walter 
E.), Hershey Chocolate, Illinois 
Power, Mead Johnson, Revlon and 
Texas Utilities. 


Bankers’ Choice 





























8 the year. Due to legal requirements and 
L Candidates conservative leanings, common 
sul- stock holdings of savings banks 
cur- While it may be of interest —- in states where equity invest- 
ding mainly to present shareholders, ment is permitted — are relative- 
elec- some -candidates for increased ly small. In New York State, hold- 
elec- | dividends between now and mid- ings of 84 mutual savings banks 
1ery, 1962 include American Electric are handled by Institutional In- 
lag- Power, American Tobacco, At- vestors Mutual Fund, Inc., set up 
‘lude —jantic City Electric, Bank of _ by the banks for this purpose. As 
ma- America, Beech-Nut Life Savers, of March 31, the fund held only 
steel _ Campbell Soup, Central & South $63.4 million in common stocks. 
jome West, Eastman Kodak, Family The issues most largely held in 
3 In- | Finance, Ford Motor, Continental dollar value vary considerably 
cks, | Insurance, Gillette, Illinois Pow- from the popularity ratings in- 
and § er, Metro-Goldwyn-Mayer, North- dicated by holdings of other in- 
ern States Power, Safeway Stores vestment companies. Thus, there 
_—— es 
DECREASES SHOW IN RECENT EARNINGS REPORTS 
60 | 1961 1960 | 
75 I aaa leit . Quar. June 30 $ .05 $13 | 
48 Mc Kesson & Robbins Quar. June 30 45 .50 
66 SRBRS CO. .nceccrccccecee Quar. June 30 72 91 
a1 SY TE iicccncchnniceiccachicbienciiliahiiniuisiacad Quar. June 30 69 78 
a1 RN I MII iuinssninnssecetensutionnnpenvesinishiouitai . Quar. June 30 61 77 
78 PII MIEN III. secnsesisonsmntnenncenusnnensbonsesnasnta Quar. June 30 1.96 2.28 
04 REE REBEL sieves oer ere 6 mos. June 30 10 47 
1 I MINE TRUIIIID: sescciserssconcnncvenessonnsnitiontsndinia 6 mos. June 73 85 
18 ON 2. sceenssennatsesonsandiaiin 6 mos. June 30 69 1.66 
~ | a Quar. June 30 93 1.12 
Re a ———— —— 














1961 
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is only one petroleum stock among 
the top 10 and that is Continental 
Oil — in seventh place. There are 
two utilities in the top ten. They 
are American Electric Power, 
ranking eighth in value of hold- 
ings; and Peoples Gas Light 
Coke, ranking tenth. The No. 1 
stock in this list is a rather un- 
usual choice; namely, General 
American Transportation. It is a 
good stock, held by a number of 
funds, but far from tops in gen- 
eral popularity with investment 
funds. Others among the first 
five are, in order, General Foods, 
Beneficial Finance, Eastman Ko- 
dak and Jewel Tea. 


Other Funds 


In the second quarter, a period 
of moderate net change in 
average stock prices, investment 
companies in the aggregate add- 
ed about $161 million to stock 
holdings, up from $143 million in 
the first period. There was more 
activity in switching than in em- 
ployment of new money. The 
latter, after redemptions of mu- 
tual fund shares, is not rolling in 
to the extent that was so earlier. 
Most favored groups on the buy 
side included airlines, automo- 
biles, banks, metals, oils, pub- 
lishing, rails and steels. None of 
these groups has “gone to town” 
since the end of the second quar- 
ter. Some have lagged. Natural 
gas stocks were sold on balance, 
especially pipe line issues. Favor- 
ed issues included Ford, DuPont 
and Gulf Oil. Some of the issues 
sold fairly heavily on balance 
were Columbia Broadcasting Sys- 
tem, Corn Products, General Pub- 
lic Utilities and Radio Corp. Is- 
sues sold on balance in electrical 
equipment-electronics groups in- 
cluded Ampex, Beckman Instru- 
ments, Texas Instruments, Col- 
lins Radio, Daystrom, Square D 
and Westinghouse Electric. No 
doubt the choices will be some- 
what different, maybe widely so, 
when reports of fund operations 
in the third quarter are released. 
Differences of opinion — and 
changes of mind — make the 
market. At almost any time, some 
funds are buying some stocks that 
other funds are selling. 


Strong Stocks 


Stocks reflecting above aver- 
age demand at the time of this 
writing include Armstrong Cork, 
Burlington Industries, Associates 
Investment, Caterpillar Tractor, 

(Please turn to page 654) 
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THE BUSINESS FORECASTER OF PRODUCTIVE ACTIVITY 
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* Latest figures are preliminary. 


W iu the many revolutionary changes in our economy, 
it was evident that various indicators previously used should 
be dropped and new ones substituted, in order to more accu- 
rately forecast developing business trends. 
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(*)—Seasonally adjusted except stock and commodity prices. 
(a)—Computed from r. W. Dodge data. 
(b)—Computed from Dun & Bradstreet data. 
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This we have done in our Trend Forecaster (developed 
over a period of several years), which employs those indicators 
(see Components of Trend Forecaster) that we have found to 
most accurately project the business outlook. 

As can be seen from the chart, industrial activity iv itself 
is not a true gauge of the business outlook — the right answer 
ean only be found when balanced against the state of our 
economy. The Trend Forecaster line does just that. When it 
changes directions up or down a corresponding change in our 
economy may be expected several months later. 

The depth or height of the developing trend is clearly pre- 
sented in our Relative Strength Measurement line, which re- 
flects the rate of expansion or contraction in the making. 
When particularly favorable indications cause a rise that 
exceeds plus 3 for a period of time, a strong advance in gen- 
eral business is to be expected. On the other hand, penetra- 
tion of minus 3 on the down side usually precedes an im- 
portant contraction in our economy. 

e believe that subscribers will find our Business Trend 
Forecaster of increasing usefulness both from the investment 
and business standpoints. 


Current Indications of the Forecaster 
All the indicators making up the Trend Forecaster 
were advancing in the latest month for which data 
are available, although gains in most instances were 
moderate. The most consistent strength in the cur- 
rent recovery has been exhibited by new orders for 
durable goods and average hours worked. The for- 


mer has been rising for eight consecutive months, | 
while the latter has an unbroken string of seven | 


advances. Other indicators which have done almost 
as well include stock prices, which spurted ahead 
from November 1960 through May of this year and 
have again turned strong thus far in August; hous- 
ing starts, which have made a good recovery from 


their December 1960 low, and liabilities of business | 
failures (inverted), which are now at their best level | 


since July of last year. New incorporations and raw 
industrial prices have recovered moderately while 
nonresidential construction contract awards are only 
slightly above recent lows. 

On the basis of the latest estimates, the Relative 
Strength Measure stood at 2.9 in July, and was in- 
dicating that further business improvement could 
be expected for the balance of this year. 
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CONCLUSIONS IN BRIEF 

PRODUCTION — Federal Reserve Board’s seasonally ad- 
justed production index at new high in July, despite 
reductions in actual output of steel and autos. Steel 


activity is now picking up and healthy improvement in 


most lines of industrial production expected after Labor 
Day. 

TRADE — Retail sales backtracked a bit in July, with 
extremely hot weather getting part of the blame. In- 
formed opinion still expecting worthwhile improvement 
in consumer demand in the months ahead, in line with 
rise in persenal income. 


MONEY & CREDIT — Bond prices continue to recede as 
impact of rising Federal deficit spending and further 
business recovery induce investors to lighten holdings. 
With these factors expected to be operative for some 
time to come, outlook for bonds is not bullish. 


COMMODITIES — industrial raw materials as a group 
have been creeping up in price, although some gains 
have been impressive. Deficit financing and expected 
upturn in loans should make for an expanding money 
supply and this should bolster prices in general. 











BUSINESS ACTIVITY 
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a business trends in recent weeks have seemed 
erratic and difficult to assess, blame it on such 
factors as summer vacations and, in the case of the 
auto industry, on the usual slowdown attendant 
upon introduction of new models. Although output 
in some industries has declined rather sharply, the 
Federal Reserve Board assures us that this is merely 
a seasonal phenomenon and that its industrial pro- 
duction index, after appropriate adjustment for nor- 
mal summer slackness, rose to a new high of 171 
last month, up from 168 in June and above the pre- 
vious peak of 168 reached in January, 1960. The 
advance in output in July was a broad one, with 
gains posted for a wide variety of consumer goods, 
business equipment and industrial raw mater als. 
Actual production of autos and steel was lower but 
the Federal Reserve, after adjusting for seasonal 
variation, also ranks these industries in the plus 
column. 

Although there is a possibility that the Board’s 
adjustment techniques may have exaggerated the 
July advance in production to some extent, recent 
reports from other sectors of the economy provide 
further confirmation of the underlying strength of 
business. Thus the average workweek rose again in 
July, non-farm employment reached a new all-time 
high and construction outlays also were at a new 
peak. New orders for machinery and machine tools 
have moved higher in recent months and this could 
mean that capital spending is going to rise more rap- 
idly than had been indicated by the latest Govern- 


(Please turn to the following page) 
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Latest Previous Year 
THE MONTHLY TREND | Unit | Month Month Month Ago 
INDUSTRIAL PRODUCTION® (FRB) ......... 1947-'9-100 | July 171 168 166 
Durable Goods Mfr. .........ccccssssseseeseees 1947-'9-100 | July 176 171 172 
Nondurable Goods Mfr. ........ccsssss0 1947-'9-100 | July 167 165 163 
Mining 1947-’9-100 | July 130 129 128 
} — — 
RETAIL SALES* $ Billions | July 18.1 18.3 18.1 
Durable Goods $ Billions | July 5.5 5.6 5.7 
Nondurable Goods ............s::0-ssssseeseees $ Billions July 12.6 12.7 12.5 
Se SION SIIIIID citcessinsscccntescnctisccenonsnen | 1947-"9-100 | July 151 149 148 
i | —EEE 
| 
MANUFACTURERS’ | 
New Orders—Total® ...........0.000 waiiainian $ Billions | June 31.0 31.1 ‘30.1 
ee $ Billions June 14.9 14.8 14.3 
Nondurable Goods $ Billions | June 16.2 16.3 15.8 
IE” cccccsistensiissisesemuaniitiicuimnsssicbaiiial $ Billions June 31.0 30.8 30.8 
UI GNIS acssiesscsineseecincinninscotann $ Billions June 14.7 14.6 149 
Nondurable Goods ...............s:s0000 $ Billions June 16.2 16.2 15.9 
BUSINESS INVENTORIES, END. MO.* . $ Billions June 91.4 91.3 93.5 
SS OR DOLT ATCA AACE $ Billions June 53.4 53.4 55.1 
ce $ Billions June 13.5 13.5 13.0 
SS Ea: |$ Billions | June 24.6 24.5 25.3 
I NR UID scercnnicrscsiicnntinitannesins | 1947-'9-100 | June 164 164 164 
CONSTRUCTION TOTAL— ............0000000 $ Billions July 58.7 57.8 55.4 
ST iissiciidiiadiinsammntianiubinesiie |$ Billions | July 41.2 40.7 39.0 
I  cererenencnsncmnitensnininiinn |$ Billions = July 23.1 22.6 22.3 
OSS dausiaied '$ Billions | July 18.1 18.1 16.7 
Housing Starts*—o ........cccsessseesesesseees | Thousands | June 1374 1295 1279 
Contract Awards, Residential—b ....... $ Millions June 1558 1554 1483 
BD OITA crcesnceeconevecoscnrnnnnnsamrersene |$ Millions = — June 2044 1948 1989 
EMPLOYMENT 
EE GIN cinccncicsnnnttennineninstnteniinaaninen Millions July 69.5 68.7 68.7 
Non-farm* Millions July 53.4 53.2 53.1 
IIE ii ccccicetsccstssccsersencnentnints Millions July 8.8 8.8 8.4 
ne Millions July 11.7 11.6 11.7 
Rengte ty ® -<cccccececssecoecconsecscsesossscsoecssee Millions July 12.0 11g 12.4 
Hours Worked® .........csseessensere Hours July 40.1 40.0 39.9 
Hourly Earnings ...........0:0eeee Dollars July 2.35 2.35 2.29 
Weekly Earnings ..........:-:-sseee+ | Dollars July 94.00 94.24 91.14 
PERSONAL INCOME* $ Billions June 417 413 406 
Te GINS censiccsscesecsesncescessstanse $ Billions June 280 277 274 
Proprietors’ Incomes ............s-s++s+seeseees $ Billions June 61 61 61 
Interest & Dividends ...........c.sceseeees $ Billions June 4) 4) 41 
Dene PUI onceseccscece-serseresensosine $ Billions June 33 33 29 
Pearemn BRGBIRO .cccececccccsccesoccccsesesscssonsseste $ Billions June 17 17 17 
EN 1947-'9-100 | June 127.6 127.4 126.5 
EN ERE re arees | 1947-'9-100 June 120.9 120.7 120.3 
Clothing ........ et eR ROT: | 1947-'9-100 June 109.6 109.6 108.9 
Housing | 1947-'9-100 | June 132.4 132.2 131.3 
MONEY & CREDIT 
Action Money Supply*—v . .| $ Billions July 141.6 141.0 138.6 
Bank Debits*—g ..........ccccssssssecesssevenes | $ Billions June 101.8 103.0 98.0 
Business Loans Outstanding—c, v ..| $ Billions June 31.8 31.5 31.9 
instalment Credit Extended*—v ....| $ Billions June 4.2 4.0 4.3 
instalment Credit Repaid*—v ........ '$ Billions June 4.0 4.0 ‘3.9 
FEDERAL GOVERNMENT 
Budget Receipts ..........---cecersesseseeersenees | $ Billions June 10.7 6.5 10.9 
Budget Expenditures .................-s:se0++ | $ Billions | June 7.9 7.2 6.5 
Defense Expenditures ..............0ss00 | $ Billions June 46 4.0 4.0 
Surplus (Def) cum from 7/1 .........000+ $ Billions June (3.9) (6.7) (1.2) 








PRESENT POSITION AND OUTLOOK | 





ment survey of investment plans. 


figures on paperboard orders ex- 


the assurance of sharply increased 
defense spending and Federal pro- 
grams entailing bigger outlays for 
housing, distressed areas, public 
works, and space exploration. 
All these factors appear to poin: 
to a strong recovery ahead, bu 
some people claim they can see 
several flies in the ointment. Of 
most immediate concern has been 
the wobbly nature of consumer de- 


mand, with retail sales retreating 


in July to $18.1 billion, from $18.5 
billion the month before. Retai 
trade has had a relatively feeble 
recovery thus far, standing only 
$300 million above the bottom 
reached five months earlier. 

With consumer demand for 
goods absorbing almost 40% of our 
total output, the prospects for such 
spending cannot be ignored in any 
assessment of the business outlook. 
It may be rather early, however 
to expect any broad gains in con- 
sumer buying, which has tended 
to lag rather markedly in some of 
the earlier recoveries. The July 
figures, moreover, may be far from 
typical, as many retailers have 
reported that the abnormal 
weather of recent weeks kept many 
prospective customers from their 
doors. This is not to say that rea- 
sons for consumer caution are hard 
to find. There is some anxiety 
about continuing high unemploy- 
ment and workers fear the impact 
of further mechanization and au- 
tomation. Also, much uncertainty 
has been generated by mounting 
international tension. 

At the same time, grounds for 
improvement in the consumer’s 
state of mind are also visible. Un- 
employment should begin to decline 
as business advances and intensi- 
fication of the cold war can fan 
the fears of inflation. With per- 
sonal income at an all-time high 
and instalment debts reduced from 
earlier levels, the odds favor a 
snap-back 
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Further business gains appear | 
to have taken place in the early | 
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beginning to turn upward, even!) 
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Trend of Commodities 








SPOT MARKETS—Sensitive raw materials were higher on bal- 
ance in the two weeks ending August 11, although gains were 
moderate. The BLS price index of such commodities rose 0.5% 
during the period, with metals showing the most strength. 
Advances were scored by copper scrap, steel scrap, tin, cotton, 
print cloth, wool tops and rubber, while only burlap declined. 
The food section of the index was somewhat lower and this 
held the gain for the over-all index to 0.1%. 

Among the broad range of commodities, prices of farm 
products and foods were moderately higher, supplying most 
of the impetus for an advance of 0.3% in the comprehensive 
wholesale price index in the two weeks ending August 8. A 
general uptrend in prices may well develop in the months 
ahead, as business recovery continues and deficit spending 
expands. 
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FUTURES MARKETS—Futures prices were thoroughly mixed in” 
the two weeks ending August 11. Higher prices were reached ~ 
by wheat, rye, cotton, wool and hides, while corn, oats, soy- 
beans, lard, coffee and cocoa declined. The Dow-Jones Com. 
modity Futures Index lost 0.4 points to close at 147.8. 
Wheat futures were better in the period under review and 
the December option advanced 2'2 cents to close at 205', 
The Agriculture Department has estimated that the total 
wheat crop would be 146 million bushels less than a year ago 
With consumption expected to be siightly under last season, 
the prospective carryover on July 1, 1962 is 1,334 million 
bushels. A good deal of the carryover will be in the hands of 
the Government, of course, and the question now is whether 
current prices, which are approximately equivalent to present 








loan levels, will induce selling by farmers. 

BLS PRICE INDEXES |! Latest 2 Weeks 1 Yr. Dec. 6 
1947-1949—100 Date Date Ago Ago 194! 

All Commodities ................. Aug. 8 118.9 1186 119.2 69.2 
Farm Products ........sss | Aug. 8 87.3 867 866 51.0 
Non-Farm Products ...... Aug. 8 127.6 127.5 128.2 67f 
22 Sensitive Commodities ..| Aug. 11 85.0 849 85.4 53 
PEE ettecicinaniiiaan Aug. 11 758 76.1 779 445 

13 Raw Ind’l. Materials.| Aug. 11 91.9 91.4 91.0 53. 
Es | Aug. 11 96.5 95.1 95.3 5S4é 
|... ee | Aug. 11 82.9 83.0 79.0 55.3 





MWS SPOT PRICE INDEX 
14 RAW MATERIALS 
1923-1925 AVERAGE—100 
AUG. 26, 1939-—63.0 Dec. 6, 1941—85.0 











1961 1960 1959 1953 1951 194! 
High of Year ...... 157.6 160.0 161.4 1623 215.4 857 
Low of Year ...... 150.5 151.1 152.1 147.9 176.4 743 
Close of Year .... 151.2 158.3 152.1 180.8 835 
DOW-JONES FUTURES INDEX 
12 COMMODITIES 
AVERAGE 1924-1926—100 
1961 1960 1959 1953 1951 194) 
High of Year .... 148.2 148.7 152.7 166.8 215.4 846 
low of Year ..... | 141.2 141.2 144.2 153.8 174.8 55.5 
Close of Year .... 141.2 147.8 166.5 189.4 84,)/ 
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The Need To Modernize Our 
Outmoded Antitrust Laws 





(Continued from page 614) 


Fruit, through no deliberate ac- 
tion of their own, have also be- 


come practical monopolies. The 
recent difficulties of the latter 
company illustrate clearly that 


this status provides no protection 
against business vicissitudes. 

Smaller business have tended 
to complain about the severe com- 
petition which certain of the 
larger more efficient corporations 
have provided. That such com- 
pe'ition does harm to the public 
at large may be questioned, since 
it generally means lower prices. 
Small business has a better po- 
litical image than big business, 
however, so its complaints against 
too much competitton are usually 
given greater weight in Wash- 
invton than anything which the 
biz corporations may state in 
their own behalf. 


Political Motives Dominate 
Antitrust Policy 


Unfortunately, political consid- 
erations play a large part in the 
activities of the Antitrust Divi- 
sion. This comes about in several 
ways. Some evidence indicates 
that certain of the complaints on 
which the Department has taken 
action have been brought in the 
first instance by labor union in- 
terests. In many instances union 
leaders are out to “get” manage- 
ment, to take the heat off public 
condemnation of their own mon- 
opolistic practices and _ rack- 
eteering. The recently threatened 
antitrust action against A. T. & T. 
may have been in some measure 
a political neutralizer offsetting 
possible criticisms against grant- 
ing satellite privileges to the 
utility. 

The very fact that labor unions 
and agricultural organizations 
themselves continue to be ex- 
empt from antitrust charges, 
suggests the degree of unfairness 
and the importance of political 
considerations inherent in trust- 
busting activities of the Govern- 
ment. Actually, labor unions con- 
stitute by far a greater threat of 
monopoly and restraint of trade 
than business combinations could 
possibly represent under today’s 
conditions. 
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Furthermore, Government con- 
trol itself represents a far greater 
degree of concentration of eco- 
nomic power than any group of 
private monopolies could remotely 
establish. In a society where pr.ce 
fixing by governmental agencies 
is legally sanctioned while price 
fixing by private groups is se- 
verely condemned, it is difficult to 
understand why the first practice 
is sound and praiseworthy while 
the latter is criminal and vicious. 

At any rate, our economy is a 
mixed one in which labor unions 
have monopolistic powers to en- 
force specified wage rates under 
closed shop conditions and agri- 
cultural groups may legally fix 
prices for corn, wheat, hogs and 
other agricultural products. Si- 
multaneously, business leade s 
are subject to jail sentences if 
they should attempt to imitate 
the same practice. 

A Reappraisal Needed 

So wide a gulf exists between 
the antitrust laws as they were 
written in 1890 and the working 
of American business in 1961 
that a re-writing of the laws is 
in order. In many respects our 
antitrust laws are as outmoded 
as the theories of Karl Marx. 
Until a reappraisal can be made 
it would serve the interests of 
both the nation’s economic well- 
heing and the basic principles of 
fairness if the Justice Depart- 
ment would apply more light and 
less heat to its antitrust activi- 
ties. Less emphasis on punitive 
expeditions against business and 
business leaders, less invective, 
and greater stress on clarification 
of the law and uniform fair treat- 
ment of all elements of our so- 
ciety might produce more meager 
political grist but should be more 
effective in retarding the growth 
of monopoly. Reduced reliance on 
such nebulous grounds as “possi- 
ble tendencies toward monopoly” 
and the limitation of new anti- 
trust cases to instances where 
the public is actually being in- 
jured by monopolistic practices 
would better serve the true in- 
terests and intent of our antitrust 
laws. The Government must re- 
examine the spirit of these laws 
—in the light both of modern 
industrialization and the present 
world crisis. END 





Aircraft Companies 





(Continued from page 633) 


the missile frame. But the vari- 
ous products will serve to keep 
military output high. Northrop’s 
supersonic USAF T-38 jet trainer 
is in volume production but the 
Hawthorne plant -has been un- 
able to find foreign buyers for 
the fighter version, the N-156F. 
Various drones built by North- 
rop’s Radioplane Division are also 
being procured in quantity. Mar- 
quardt, virtually the only com- 
pany in the ramjet engine field, 
suffered when the long-range ver- 
sion of the Boeing Bomarc in- 
terceptor missile was cut back. 
But NASA and Atomic Energy 
Commission interest in Project 
Pluto, the nuclear ramjet engine 
for use in space, may well mean 
ultimate gains for Marquardt. 

McDonnell is the producer of 
the Mercury space capsule for 
NASA as well as the Mach 2 
F-101 interceptor for the Air 
Force and the F4H Navy carrier 
fighter. Navy is still buying the 
F4R but USAF orders for the 
F-101 stopped with the fiscal 1961 
buy. Continuing USAF purchases 
of the B-52-launched Quail decoy 
missile and well as subcontracts 
from Bendix for the engines and 
airframe of the Navy Talos in- 
terceptor missile will keep Mc- 
Donnell’s earnings high. 

Other Aircraft Participants 

Predictions are that the use of 
business aircraft will continue to 
grow throughout the 1960’s and 
1970’s, with resultant benefits for 
the three leading builders of gen- 
eral aviaton airplanes, Beech, 
Cessna and Piper. This market 
may be shared, however, as other 
firms (Aero Commander, Lock- 
heed, North American, Fairchild 
and Grumman) offer turbine- 
powered business airliners. 


Curtiss-Wright, once a leading 
jet engine supplier, has had to 
invest heavily in research to catch 
up with various competitors. 
Most of C-W’s efforts are now 
in the booming electronics field 
(military and civil) but the lag 
may be difficult to overcome. 

Rohr and Ryan, both in the jet 
engine power package field, should 
maintain sales levels as output 
of B-52’s, 707’s DC-8’s, 880’s, 
KC-135’s and other pod-mounted 

(Please turn to page 649) 
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The Personal Service Department of THE MAGAZINE OF WALL STREET, 
120 Wall St., New York City 5, N.Y., will answer by mail or telegram, 
a reasonable number of inquiries on any listed securities in which you 
may be interested or on the standing and reliability of your broker. 
The service in conjunction with your subscription should represent 
thousands of dollars in value to you. It is subject to the following 


conditions: 


1. Give all necessary facts, but be brief. 


intervals. 
addressed envelope. 


envelope. 


- PP 


2. Confine your requests to three listed securities at reasonable 
No inquiry will be answered which does not enclose stamped, self- 
No inquiry will be answered which is mailed in our postpaid reply 


Special rates upon request for those requiring additional service. 





American Investment Co. 


“I have been a subscriber to your val- 
ued magazine for a good many years. 
I would appreciate receiving data on 
American Investment Co., outlining the 
company’s record, recent earnings and 
also please elaborate on the company’s 
new electronic equipment which is ex- 
pected to reduce credit losses and cut 
costs.” 

E. P., Racine, Wisconsin 


From a humble founding in 
1916 with initial capital of $2500, 
American Investment Co. has 
grown to become one of the larg- 
est small loan companies in the 
United States, with corporate 
assets of over $278 million. 

Through subsidiaries, it oper- 
ates 700 loan offices in 43 states. 
Last year, these operating subsid- 
iaries made more than one mil- 
lion loans, averaging $406 each 
and totalling more than $413 mil- 
lion. 

Subsidiaries make direct cash 
installment loans and, where state 
laws permit, purchase dealer pa- 
per accounts and offer credit life 


and accident and health insur- 
ance. 
Loan volume increased 9.1% 


last year but the net gain in 
earnings before taxes was 3%. 
Net income per common share 
amounted to $1.37 in 1960, up 
from $1.25 a share in the pre- 
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vious year. In the first quarter of 
1961 net per share was 30 cents 
compared with 36 cents in the like 
period of 1960. 

American Investment Co. has 
developed a new system for evalu- 
ating personal loan risks that 
promises to sharply reduce bad 
debt losses and increase net in- 
come. 

Scientific principles are em- 
ployed with a modern electronic 
computer. The new credit-scoring 
system minimizes the guesswork 
in evaluating credit risks and is 
now in effective use in all 700 of 
the company’s offices. Bad debt 
losses of the company in 1960 
totalled nearly $7 million, just 
2.39% of average receivables, a 
smaller percentage than in the 
previous two years. 

The new mathematical formula 
identifies and scientifically weighs 
personal characteristics affecting 
the probabilities of repayment of 
a loan as agreed. The method has 
been tested and checked and re- 
sults have been encouraging. 
Credit scoring has been made 
part of the company’s operation 
policy. Office personnel taking 
credit applications can score each 
one in 30 seconds. A top executive 
of the company estimated that 


Answers to Inquiries... 
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credit scoring will eliminate some 
25% to 30% of the seriously de- 
linqguent accounts. Each of these 
accounts costs an additional $5 
to $100 to handle over the normal 
cost of handling a good account. 
The new credit scoring system, 
according to the executiv., 
“should affect an annual saving 
of approximately $1 million be- 
fore taxes,” 

“The most direct benefit cf 
credit-scoring to the net earnings 
of the company will come through 
an eventual reduction of the un- 
collectable accounts which are 
charged as losses against income. 
Savings from reduced charge-ofis 
could run as high as $2 million a 
year once the system becomes 
effective,” according to the com- 
pany’s executive. 

With high labor and operating 
costs, and keen competition 
squeezing corporate profit mar- 
gins, corporations are using in- 
genuity to cut costs and this 
method by American Investment 
Co. is an example. 


Stock Warrants 
“IT have seen advertisements that state 
that stock warrants offer phenomenal 
profits. Please explain what they are 
and how they work.” 
B. F., Warren, Ohi¢ 

For those seeking the largest 
profits on the smallest investment,, 
stock warrants have an appeal. 
Profits can multiply faster than 
on a stock. This fast multiplier 
is the rabbit of the investment 
field. 

An exceptional and classical il- 
lustration was the following: A; 
$1000 investment in RKO war- 
rants in 1942 increased in value to 
over $100,000 in 1946. But war- 
rants also contain great risks and 
the entire investment can be lost. 

A warrant is a certificate, 
usually sold to early shareholders 
of a corporation or given in the 

(Please turn to page 656) 
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aircraft continues. Both produce 
aircraft and missile components 


' and Ryan has the added impetus 


of Navy/Air Force purchases of 
the Firebee drone. 

Aveo is a large producer of 
ballistic missile nose cones and 
its Lycoming Division is now 
turning out several types of pis- 
ton and turboshaft engines for 
civil and military use. Electronics 
research has also started paying 
off @ Biggest “new” company in 
the field is Ling-Temco-Vought, 
the result of a recent merger of 
Chance Vought (a leading builder 
of Navy aircraft) and Ling-Tem- 
co Electronics. The combined firm 
ho:ds a substantial military back- 
loe for F8U-2 Crusader carrier 
fignters and various pieces of 
electronic equipment, and Penta- 
gon procurement officials expect 
to keep up various procurements 
from the Dallas company. 


An Important Question Mark 


Any industry closely tied to the 
the ups and downs of the inter- 
national political situation must 
expect to experience its own peaks 
and valleys, and the aerospace 
industry is the leading example. 
But the U.S. has never complete- 
ly returned to the originating 
point in any letdown after a build- 
up (e.g., military forces after the 
Korean War stayed higher than 
they were before the conflict). 


Continuing U. S.- Soviet ten- 
sions should be accompanied by 
a high level of sales by companies 
in the aerospace business. And 
the push for space equality, ini- 
tiated by Sputnik I and culminat- 
ing in Major Titov’s flight, should 
also mean more business. The 
question mark remains only as to 
how much the companies partici- 
pating can keep in the way of 
profits. END 





Airlines As Speculations 
Rather Than Investments 





(Continued from page 639) 


soon will some of these potential 
strengths be translated into larg- 
er earnings. 

While it is never wise to be too 
definite about so mercurial an in- 
dustry as this one, it would ap- 
pear that 1961 will be the begin- 
ning of an improving cycle for 
this group. 

Some traffic growth may be as- 
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DIVIDEND NOTICE 


Regular quarterly dividend of $1.75 per share on the Preferred 
Stock and regular quarterly dividend o: $.55 per share on the 
outstanding Common Stock of P. Lorillard Company have been 
declared payable October 2, 1961, to stockholders of record at 
the close of business September 8, 1961. Checks will be mailed. 


G. O. DAVIES 


Vice President and Treasurer 


New York, August 16, 1961 








Frost With The Finest— Through ovillard Research 
Cigarettes 





OLD GOLD STRAIGHTS KENT NEWPORT SPRING 
Regular Regular King Size King Size 
Keng Size King Size Crush-Proof Box 

OLD GOLD FILTERS Crush-Proof Box EMBASSY 
King Size King Size 
Smoking Little Chewing Turkish 
T obace os Cigars Tobaccos Cigarettes 
BRIGGS BETWEEN BEECH-NUT MURAD 
UNION LEADER THE ACTS BAGPIPE HELMAR 
FRIENDS HAVANA 


INDIA HOUSE MADISON BLOSSOM 








EL PASO NATURAL GAS COMPANY 


DECLARES 
CONSECUTIVE 
QUARTERLY 
DIVIDEND 








+ The Board of Directors, at a meeting held August 
15, 1961, declared a regular quarterly dividend of 
3242 cents per share on the Company’s Common 
Stock. This dividend is payable September 30, 1961, 
to stockholders of record at the close of business 
August 25, 1961. Dividend checks will be mailed. 
Ting Sitter, 
. Treasurer 
prn America with Energy from Natural Gas 
Assets. . . . $1,504,902,446 


1960 Gross Revenues. 504,634,163 
Net Income 50,909,378 





EXPLORATION 8&8 PRODUCTION & TRANSMISSION 8&8 SALES of Natural Gas 


Oil exploration, production, refining, marketing and petrochemicals, 








sumed fer next year, perhaps on 
the order of 10%. Such a gain 
would be below the average ex- 
perience of the 1950-59 decade, 
when a growth rate of 15% was 
seen. However, a more modest ex- 
pectation now seems realistic in 
light ef the maturing nature of 
the air transport industry. 

Jet deliveries will begin to slide 
off rather sharply next year, 
which means there will be less 
pressure on load factors. A mod- 
est year-to-year improvement in 
load factors may well occur in 
1962. If so, this by itself could 
produce an impressive year-to- 
year profits gain for the group, 
particularly since comparisons 
will be against a low level in 1961. 
But whether 1962 profits in them- 
selves will be impressive is quite 
another matter. 


Can They Raid the Auto Market? 


Looking down the road a bit, 
the most significant problem fac- 
ing the airline industry is that 
of stimulating traffic growth. As 
pointed out earlier, it is believed 
that virtually ail of the long-haul 
surface traffic susceptible to in- 
roads has been captured by the 
airlines. The problem now is clear- 
cut: how do you get people out 
of their cars and into the air? 

The automobile is a very for- 
midable competitor for the air- 
line, particularly from the angle 
of cost to the consumer. For in- 
stance, the expense of moving a 
family of four from New York 
to Florida is infinitely less in a 
car than it is by plane. Quite ob- 
viously, if the airline industry is 
going to be successful in luring 
the traveler out of his automobile, 
it is going to have to offer a con- 
siderably cheaper service than it 
now provides. 

Alleghany and Eastern have 
taken the lead in attempting to 
provide low-cost no-frills air serv- 
ice. Eastern reports considerable 
success in its efforts thus far, 
and it is likely that the rest of 
the group will be encouraged to 
offer similar service. But whether 
this plan is the answer to the 
problem posed by the automobile 
remains to be seen, particularly 
since much of Eastern’s business 
may well be the business trade. 
In any case, the fact that some 
elements of the industry are ex- 
perimenting in an effort to find 
answers to this problem suggests 
that sooner or later some com- 
bination of price and service will 
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be found to crack the tough auto 
market. 


Tough International Market 


Some investors may be wonder- 
ing if the international market is 
a better place in which to operate 
than is true on the domestic scene. 
Admittedly, the growth in tourist 
trade has been very pronounced 
in the post-war period and longer- 
term prospects remain highly 
favorable. True, also, that the 
longer average haul found in the 
international trade is a “natural” 
for the pure jet, yielding both 
higher revenues per passenger 
and squeezing the maximum ef- 
ficiency out of the turbines. But 
serious problems still plague the 
international carriers and they 
are basically the same ones trou- 
bling the domestic lines. 

Overcapacity, for example, has 
reached the critical point, par- 
ticularly on the vital North At- 
lantic market. It is estimated that 
available seat miles on this im- 
portant route will increase by 
about 45% in 1961, while traffic 
growth is seen at no better than 
5%, if that high. Obviously, load 
factors will remain under severe 
pressure and the earnings picture 
is bleak. 

@ Unlike the domestic carriers, 
which are all privately owned, 
the international group is a mix- 
ture of private and state-owned 
lines. Thus, the decisions made re- 
garding scheduling and _ other 
operating matters are not neces- 
sarily related to economics but 
may well be responsive to political 
considerations. Quite obviously, 
the privately owned airlines have 
their work cut out for them when 
they attempt to compete against 
their subsidized rivals. 


@ The international airlines are 
also struggling with the problem 
of stimulating growth. Unlike 
their domestic brethren, there 
is no cheaper surface competition 
to contend with. To induce more 
people to travel across the oceans, 
lower fares seem to be the only 
answer and it would appear that 
the international industry is mov- 
ing in this direction. Longer range 
prospects for traffic growth may 
well be more favorable than those 
of the domestic scene. However, 
with the fierce rivalry existing be- 
tween the multitude of interna- 
tional airlines, it is difficult to say 
with any degree of certainty that 
any individual company will fare 
particularly well. 


Investment Approach to Group 


Considering the nature of the 
industry and in view of its er- | j 
ratic profits performance in the” 


past, it must be said plainly that” 
airline stocks lack true invest- 


ment characteristics. These are~ 
not the type of securities which 7 
you want to buy and put away.” 


Rather, the airline shares fall 
into that class known as trading 
stocks, where essentially the tim- 
ing of purchases and sales is al’- 
important. In the light of their 
speculative nature and the mar- 
ket savy called for, airline secur- 
ities are not suited for the aver- 
age investor. The speculator, how- 
ever, can have some fun with 
these stocks from time to time. 

At present the group appears 
to be in an interesting position 
from a market point of view. 
Careful inspecton reveals that 
some fairly good buying has re- 
cently taken place in many issues 
in the group. 

@ It would appear that a sub- 
stantial body of investment opin- 
ion believes that the industry is 
at the low point in its profits cycle 
currently and there is no place 
to go but up. The possibility of 
improving load factors and earn- 
ings beginning in 1962 and ex- 
tending beyond is apparently one 
of the major factors influencing 
the revival of interest in the air- 
line shares. If such developments 
do come to pass, it is logical that 
the hopes of the _ speculators 
should be rewarded. Among the 
stocks whch would participate in 
any major move by the airline 
shares, the most attractive cur- 
rent values appear to reside in 
American, Eastern, Delta and 
United. 

Individual Companies 

American operates a well bal- 
anced route structure and ap- 
pears well situated to capitalize 
upon whatever growth lies ahead 
for the industry. Most of the com- 
pany’s equipment is good, al- 
though it has a fair number of 
turbo-prop planes which do not 
compare favorably when stacked 
against pure jet competition 
American has not been able to | 
capitalize upon its pioneer status 
as the first major carrier to in- 
augurate the jet age domestically ; 
earnings have been unimpressive 
in recent years. However, a good 
deal of fat has now been trimmed 
away and the company appears 
ready to show to better ad- 
vantage. 
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Eastern has fallen upon evil 
days in the last few years, revers- 
ing previous experience when it 
was one of the most profitable 
carriers in the industry. A com- 
plete shakeup is now apparently 
taking place within the company 
and it may well be ready to at- 
tempt a profits comeback. At 
least a speculative possibility ex- 
ists that Northeast will be elim- 
inated from the N. Y.-Florida 
murket, which would redound to 
the advantage of both Eastern 
and National. 

Delta has made a smooth tran- 
sition from the piston into the jet 
age. The company has superior 
equipment and is well run in 
alinost every regard. An excellent 
earnings year was just completed 
and prospects favor more of the 
sume both over the near and long- 
er term. This company could con- 
ceivably go the merger route on 
quite favorable terms. 

United is now the largest do- 
mestic airline, as a result of its 
recent merger with Capital. Well- 
run and with an attractive fleet, 
United should continue to fly high. 
By being the first to offer Cara- 
velle service in the United States, 
the company appears to have 
gone a leg up on its competitors. 
Of the group, this stock comes 
the closest to being an investment 
situation. END 





Britain Acts To Revitalize 
Her Dwindling Power 





(Continued from page 621) 


The Common Market Move. 
The momentous decision of the 
British to seek membership in the 
Common Market followed the new 
austerity program. While negoti- 
ations regarding actual admission 
will be difficult and protracted, 
especially involving the problems 
of preferred Commonwealth im- 
ports into Britain, the decision 
has far-reaching implications. The 
political aspects are as important 
as the economic ones, especially 
with the need for Western soli- 
darity in the face of the new 
freeze in the Cold War. But these 
ramifications are a subject for 
examination outside the scope of 
this article. Suffice it to say that 
the “six-seven” split was a seri- 
ous drawback to Free World unity 
and that the British attempt to 
merge with Euromart is a real 
political plus-factor for the entire 
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Free World. 

The Commonwealth Gets a New 
Look. Economically, the impor- 
tance of Commonwealth trading 
has been diminishing for quite a 
time, except for New Zealand and 
a few other spots, although Brit- 
ain does still buy about 40° of 
Commonwealth exports. The Com- 
mon Market presents an area for 
the much-needed’ spurring of 
British exports by providing more 
sales outlets for competitive prod- 
ucts and will give a competitive 
impetus to sluggish sectors of the 
British economy. Since 1959, Brit- 
ish exports have risen by only 
12‘., while Common Market ex- 
ports are up about 30°. 


The Lion Roars 
— “There'll Always Be An England” 


Financially, the Pound Sterling 
would no longer be subjected to 
periodic crises and widespread 
speculation. Banking and other 
financial facilities in Britain, 
however, represent an area where 
there has been no lag behind 
Common Market members, and 
London would most probably be- 
come an even more important 
financial center, with short term 
Sterling raids a thing of the past. 
If the existing difficulties can be 
overcome—and it should be kepi 
in mind that very few observers 
indeed would have guessed last 
year that Britain would actually 
begin to negotiate for Common 
Market membership this early— 
the merger of the Free Trade 
Area and Common Market which 
would result from Britain joining 
the latter would be beneficial to 
the U.K. and the West as a whole. 
(See Chart II.) 


New Measures Bring Immediate 
Improvement 

The effects of the fiscal and 
monetary program just described, 
the IMF drawing and the move 
to join the Common Market were 
almost immediately evident in a 
firming of the Pound Sterling to 
above the $2.80 level. Short posi- 
tions in Sterling have been cov- 
ered and short-term funds were 
no longer being withdrawn on 
maturity, as the 7% bank rate 
served as a sufficient incentive to 
keep balances in London. Leads 
and lags in payments, which have 
aggravated Sterling crises in the 
past with the buying of foreign 
currencies by British companies, 
could move into Britain’s favor. 
Speculative pressures against 
Sterling have eased but have not 






Put yourself in the 
picture in a sight- 
seeing Florida 
vacation... 


DIVIDEND NOTICE 


FLORIDA POWER & LIGHT 
COMPANY 


P.O. BOX 1-3100 « MIAMI, FLORIDA 


A quarterly dividend of 28c 
per share has been declared 
on the Common Stock of the 
Company, payable Septem- 
ber 19th, 1961 to stockhold- 
ers of record at the close of 
business on Aug. 25th, 1961. 


ROBERT H. FITE 
President 


... and 
Florida offers 
industrial “site”- 
seeing, too, for 
business and . 
industry. : 












L 127th Consecutive 
Dividend 


The Board of Directors at 

a meeting on August 15, 1961, 

declared a quarterly dividend of 

seventy-five cents per share on 

the capital stock, which will be 

payable September 12, 1961, to 

stockholders of record August 24, 
1961 

Pau E. Suroaps 

Senior Vice President 








as yet been changed to a condi- 
tion of real confidence. This is 
reflected in the fact that few are 
as yet willing to place short-term 
funds in London’s Treasury bills, 
without covering (selling, for in- 
stance, 90 day Sterling to protect 
vs. possible devaiuation or a sharp 
drop in the Pound rate) in the 
forward market. The wide for- 
ward discount, equivalent to about 
4% on an annual basis, practi- 
cally cancels out the short term 
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interest differential between New 
York and London. 

Some Continental funds, how- 
ever, are being drawn to London 
and, if the Sterling and Common 
Market situations improve fur- 
ther, some outflow of funds from 
New York is also a_ possibility. 
Such a development might tend 
to put new pressures on the Dol- 
lar, thus demonstrating anew the 
close relationship of Sterling and 
the Dollar and the inherent prob- 
lems presented by short term 
capital movements under the 
present international financial 
and payments structure. 


What's Ahead? 


To sum up the present condi- 
tion and the prospects for the 
Pound: @ 1) no devaluation is im- 
minent; @2) another exchange 
crisis has been successfully met, 
but only on a short term basis; 
@ 3) longer term difficulties still 
persist for Sterling, particularly 
the lag in productivity and eco- 
“nomic growth, the excess of im- 
ports over exports, considerable 
liabilities to non-Sterling coun- 
tries, the underlying payments 
deficit of the Sterling area and 
the wage-price problem at home; 

@4) A merger with the Com- 
mon Market presents a potential 
solution to many of Britain’s 
economic problems, if the Com- 
monwealth difficulties can be 
overcome. 

(A number of British firms are 
now accelerating plans to invest 
in Continental Europe, following 
the move of Imperial Chemical 
Industries to invest about $280 
million over the next ten years in 
the Common Market.) 

@ 5) If negotiations with Eu- 
romart are successful, the possi- 
bility of a real Atlantic Union— 
including the U.S. and Canada— 
looms in the future, based on 
integrated management of the 
West’s economies; @6) further 
revisions in the international 
financial mechanism in the direc- 
tion of more monetary coopera- 
tion to overcome short term 
difficulties, such as the Basle 
Agreement, are necessary devel- 
opments. But they should not be 
viewed as substitutes for attain- 
ing longer-run domestic and ex- 
ternal economic balance. 

A quote from the Bank of Eng- 
land Report for the year ended 
February 28, 1961, faces up to 
Britain’s problem in the most 
direct manner: “. . . The United 
Kingdom cannot afford to drop 
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behind its competitors (which it 
has) in improving efficiency and 
keeping down costs, or to devote 
te domestic consumption too high 
a proportion of total resources. 
No schemes for international 
credit can alter these basic facts 
of economic life: it would be dis- 
astrous to allow any such schemes 
to obscure them.” 

It remains to be seen whether 
all this talk is translated into ac- 
tion—and the battle over whether 
a policy of restriction or expan- 
sion will be the eventual answer 
is still far from settled in Brit- 
ain. But in any event, the era of 
Britain’s economic isolation has 
come to a rather abrupt end— 
more through necessity than 
from choice. END 





What Second Quarter Earnings 
Reports Reveal 





«Continued from page 618) 


tions. Pepsi continues to seek a 
more diverse product line with 
the announcement of its new 
“Teem” division to aid in the 
marketing of the lemon-lime drink 
of that name and other new 
beverage products. Management 
feels that by 1962 “‘Teem” sales 
will account for about 12% of 
the company total, and, unless 
promotional expenses are unduly 
high, further gains in Pepsi’s sales 
and earnings appear forthcoming. 


Can Basic Industrials Break Adverse 
Profit Margin Trend? 


As results for more and more 
typical industrial concerns are 
released, lower sales prices and 
consequently reduced margins 
continue to be an outstanding 
feature. Colgate-Palmolive, Cluett 
Peabody, Raytheon, and National 
Cash Register were also among 
the many companies reporting 
second quarter gross about the 
same or higher than for the year- 
earlier similar period, but with 
profits per dollar of sales dipping 
below the 1960 quarter. 

American Visrose experienced 
somewhat similar results, as low- 
er tire, yarn and fabric prices, 
continuing intense competition 
and curtailed production all took 
their toll on the company’s mar- 
gins. Kennecott Copper was sim- 
ilarly affected by a reduction in 
copper prices, and General Rail- 
way Signal also suffered from 
reduced profitability. While other 


concerns, such as American To- 
bacco and Alcoa, were able to 
resist this trend during the re. 
cent June quarter, the problem 
of declining margins continues to 
be a serious one. Unless the trend 


begins to reverse itself during the ~ 


remainder of the current year, 
earnings growth on the part of 
the basic industrials will no doubt 
continue to lag behind that of 
companies dealing in consumer 
goods and services, which on bal- 
ance have been far superior in 
recent years. END 





Insurance Stocks As Investments 
Today 





(Continued from page 636) 


change offer became known. Like- 
ly merger prospects selling below 
book value that are most fre- 
quently mentioned are Aetna In- 
surance (possibly to be absorbed 
by Aetna Life), Boston Insur- 
ance, Northern Insurance and 
Phoenix Insurance (possibly by 
Connecticut General). 


Attractive Casualty Companies 
with Life Affiliates 


Investment at this juncture, 
other than on merger specula- 
tion, should be restricted to high- 
quality old-line fire and casualty 
companies with life insurance 
subsidiaries, such as U.S. Fidelity 
& Guaranty (one of the few com- 
panies to report an improved prof- 
it margin for the first six months 
of 1961), which owns Fidelity & 
Guaranty Life Co.; Continental 
Casualty (which reported profit- 
able underwriting*’in the first six 
months of 1961) with its 31% 
control of Continental Assurance ; 
Federal Insurance, holding Colo- 
nial Life; Hartford Fire with its 
subsidiary Hartford Life; and 
of North 


Insurance Company 

America with,its subsidiary Life | 
Insurance Company of North 
America. 


Factors That Cancelled Out Interest 
Rate Advance 


From 1955 until 
1960, the market action of life in- 
surance stocks as a group was 
uninspiring. Similarly, the earn- 
ings of life insurance companies 
as a whole have also been unex- 
citing. During this same period, 
however, interest rates, which 
prior to 1955 were a considerable 
influence on the industry’s earn- 
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continued to rise. Wall 
somehow overlooked the 
impact of the rising interest rate 


' structure until about eight 
| months ago. Thus, for four years, 


while earnings turned listless, 


' stock prices remained dull. 


Offsetting the impact of rising 
interest rates on life insurance 
earnings, from 1955 to 1959, was 
the unfavorable accident and 
health experience for the indus- 
try. Accident and health earnings 
play an important role in life in- 
surance results. Meanwhile, after 
1955, investors also began to fear 
the possible impact on life insur- 
ance earnings of a new federal in- 
surance tax that was eventually 
passed in 1959 and applied to 
1960 earnings. Another factor 
which dampened investor enthu- 
siasm in 1959 was the practice by 
muny companies of using earn- 
invs to strengthen their reserves 
because of the new law. 


These Adverse Conditions Largely 
Nonrecurring 


In the past eight months, Wall 
Street finally began to recognize 
that the factors that had been 
depressing earnings and_ stock 
price were largely nonrecurring 
and that, from 1961 on, life earn- 
ings should again feel the impact 


of rising interest rates. Today, a | 


life insurance company can invest 
its premiums at 5% or better, 
while most of its policies in force 
have been issued at a net interest 
cost assumption of only 3%. 
The spread represents a company’s 
profit margin and grows wider as 
investment portfolios roll over at 
higher yields. 

In the meantime, life insurance 
has maintained its previous status 
as a notable growth industry. In- 


surance in force has risen almost; 


50°> since 1955. In the 1960’s, as 
family incomes continue to ex- 
pand and the population increase 
in the younger adult age group 
makes its impact, insurance in 
force should continue to grow at 
its past rate of 10% a year. 


More Attractive Companies 


Despite substantial increases in 
price already this year, life in- 
Surance stocks as growth shares 
appear still to be fairly priced at 
about 22 times 1960 adjusted earn- 
inves. There are 1300 legal reserve 
life insurance companies in the 
United States, whereas as recent- 
ly as 1950 there were only about 
600. But because of the competi- 
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the public. 


—_* 


tive nature of life insurance and 
the fact that a new life company 
must operate in the red the first 
few years while it sets up neces- 
sary reserves and charges off the 
expenses of new policy acquisi- 
tions, the investor will do well to 
stay with the older, high-quality 
companies. On a price times 1960 
adjusted earnings basis, the fol- 
lowing companies still look like 
fair values; Gulf Life at 16.6 
times; Jefferson Standard at 18.8 
times; also Kansas City Life at 
15.6 times; Life of Virginia at 
15.5 times; Lincoln National at 
18.8 times and Travelers at 18.4 
times. 

Those companies already par- 
ticipating in the trend toward 
package policies of fire, casualty 
and life that appear interesting 
are Aetna Life, with its 61% 
control of Aetna Casualty & 
Surety; Travelers Insurance; and 
Connecticut General on the spec- 
ulation it may soon enter the fire 
and casualty field. 

In summary — The fire and 
casualty outlook is improving 
noticeably. Expense ratios are 
going down, automobile rates are 
coming more into line with re- 
cent experience and investment 
income is growing. Meanwhile, 
both life and fire and casualty 
premium volume continues to 
grow, stimulated by economic ex- 
pansion, rising incomes, popula- 
tion growth and a greater sec- 
urity consciousness on the part of 
END 





The Individual Oil Companies 
— Domestic and Global 
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produced in our own refinery 
from our own crude oil. We have 
neither crude oil nor a refinery. 

@ “Thus, in a period of rising 
operating costs und expenses, 
your Company has been forced to 
rely almost exclusively on its 
marketing profits for dividend 
payments and plant expansions, 
while it has had to compete with 
integrated oil companies who 
have the broadly diversified prof- 
it bases of crude oil production, 
refining and petrochemicals, as 
well as marketing. 


INTRODUCING THE NEW 


DRYDEN-EAST 


HOTEL 


39th St., East of Lexington Ave. 
NEW YORK 


Salon-size rooms ¢ Terraces * New 
appointments, newly decorated « 
New 21” color TV « FM radio « New 
controlled air conditioning « New 
extension phones in bathroom « New 
private cocktail bar « Choice East 
Side, midtown area « A new concept 
of service. Prompt, pleasant, un- 
obtrusive. 


Single $15 to $22 Suites to $60 
Special rates by the month or lease 
Robert Sarason, General Manager 


ORegon 9-3900 


Teletype NY-1-4295 








HAITI’S 
“CASTELHAITI” 


FOR A VACATION THAT'S DIFFERENT! 
Famous Resort — Excellent Cuisine 
Pool— Creole Band—Dancing 
Fabulous Setting 


FUN & RELAXATION 
Specializing in groups 
of businessmen 
See your travel agent 
or Phone Wolfe, 
NY. LO 5-1114 


or Write Box 466 
Port-au-Prince, Haiti 























@ ‘‘World-wide surplus of 
crude oil, price wars, and infla- 
tion have so changed our industry 
in recent years that a company 
the size of ours, engaged only in 
the marketing of conventional 
petroleum products, is seriously 
handicapped. Your management 
is convinced that if our Company 
remains as it is today, operating 





only in the marketing branch of 
the industry, ultimately its div- 
idends would have to be substan- 
tially reduced. {Italics added. } 

@ “Your Board of Directors, 
realizing its duty to protect your 
investment to the best of its abil- 
ity, commenced studies of in- 
tegrated oil companies in an ef- 
fort to determine which of these 
companies your Company might 
join in order to give it the sta- 
bility and growth potential which 
accompanies the operations of a 
successful fully integrated oil 
company. After a thorough study, 
your Board concluded that the 
greatest benefit to the stock- 
holders would result from join- 
ing Standard Oil Company of 
California.” 


Earnings of International 
Companies 


Profits of the largest American 
oil companies are, of course, af- 
fected not only by domestic de- 
velopments but also by operations 
abroad. During the first half of 
this year, consumption of oil 
products outside the United 
States increased sharply, rising 
by some 8 to 9% from a year 
earlier. Roughly, foreign oil de- 
mand is about 900,000 barrels per 
day higher than a year ago. West- 
ern Europe has shown the most 
pronounced increase of any major 
foreign area with comsumption 
there rising by about 12%. 

Although prices for oil products 
in most major consuming areas 
were lower than a year earlier, 
the marked improvement in con- 
sumption enables international 
companies to report good earn- 
ings in both the first and second 
quarters of this year. 

@ Texaco, which through good 
times and bad has amassed one 
of the best earnings records of 
any of the major oil companies, 
reported that its earnings rose 
12 during the first half of the 
year to $1.61 per share. In the 
second quarter, the rate of in- 
crease accelerated to over 13% 
as the company earned 74¢ per 
share. The principal factor in 
Texaco’s improvement was a pro- 
nounced increase of nearly 7.5%, 
or 100,000 barrels per day, in 
the world-wide crude oil produc- 
tion. 

@ Socony-Mobil also reported 
a very good first half year with 
earnings increasing 30% to $1.72 
per share. Major benefits were 
achieved through a ne‘, efficiency 
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program instituted late last year. 
@ Standard Oil of California re- 
ported that its earnings were 
about 7% higher than a year 
earlier, rising to $2.16 per share. 


@ Standard Oil of New Jersey 
experienced one of the best first 
half periods in its recent history. 
World-wide crude oil production 
and refinery runs of this industry 
giant were up 7.5% and 10%, 
respectively. Petrochemical and 
natural gas sales were a good 
deal higher than a year earlier. 
As a result of these improve- 
ments, Jersey’s earnings increased 
22 to $1.78 per share. 

@ In a development of import- 
ance to the future earning power 
of Jersey, the company recently 
completed construction of a new 
pipe line in Libya which will 
transport oil from its large Zelten 
field to the Mediterranean coast. 
Operations to fill the pipe line 
have been commenced and certain 
terminal facilities at the port on 
the Gulf of Sirte will be completed 
soon. The company is expected to 
commence actual exports of Lib- 
yan oil to world markets around 
the beginning of November. 

@ Net income of Gulf Oil Cor- 
poration increased about 9% to 
$1.64 per share. Management 
noted that the bulk of the in- 
crease in earnings was due to in- 
creased efficiency and higher pro- 
duction of both crude oil and 
natural gas. In its letter to stock- 
holders, Gulf indicated that re- 
cent developments in Kuwait, had 
apparently been resolved without 
any serious damage to its in- 
terests there. It added that at 
no time during the crisis were 
Gulf’s operations affected. 


The Current Outlook 


As the petroleum industry looks 
forward to the remainder of 1961, 
it knows it has considerable 
work cut out for it. It appears 
to be receiving some help from 
higher consumption, for, during 
July, demand is estimated to have 
been nearly 7% higher than in 
the same month of 1960. How- 
ever, consumpticn of oil products 
has not been strong enough to 
stimulate an increase in prices. 
To the contrary, gasoline quota- 
tions in the Mid-Continent area 
declined contraseasonally early 
in August to a point about 1¢ 
per gallon below last year’s price. 

The softness of oil prices may 
well be responsible for a further 
erosion in the profits of many oil 








companies during the third quar.7 
ter, unless it is corrected quickly. 
In taking note of this situation, 
Mr. Earl] Baldridge, Chairman of! 
Champion Oil and Refining, re-/ 
cently stated that his company? 
“cannot anticipate last half net? 
as favorable as in the final six? 
months of 1960.” Likewise, Pres-} 
ident Albert Nickerson of Socony- 
Mobil recently stated, “The price 
picture both here and abroad has 








created uncertainty about the out- 
look for the remainder of the 
year.” & 
Whether or not the kind of im-! 
provement in prices that the in- 
dustry appears to need does in 
fact materialize, there are still 
several companies which appears | 
to be in a position to continue to 
register above-average earning’s) 
growth. Phillips Petroleum ex-§ 
pects full year 1961 earnings to? 
rise to new record levels and it? 
is possible that the company will! 
be able to increase its dividend. 
Texaco,, Louisiana Land, Murphy? 
Corporation, Argo Oil each ap-| 
pears to be able to join Phillips 
in establishing new records. How- 
ever, these and a few other com- 
panies may well prove to be ex- 
ceptions to the general perform-| 
ance of oil companies. END} 





For Profit And Income 
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Champion Paper, Ford Motor, 
Fruehauf Trailer, General Foods, 
General Public Service, Gimbel 
Brothers, Glidden, Goodrich, 
Goodyear, Hercules Powder, In- 
ternational Paper Lerner Stores, 
Macy, Marine Midland. Maytag, 
Mercantile Stores, Pacific Light- 
ing, Peoples Drug, Pillsbury, 
Pennsalt. Procter & Gamble, 
Quaker Oats, Rayonier, Schering, 
Manufacturing, Standard Brands, 
Texaco, Transamerica, United 
States Freight and United States 
Rubber. 


Lagging 

Current performance of the 
following stocks is relatively poor | 
at this time: Air Control, Amer- 
ican Cyanamid, Blaw-Knox, Cu- 
ban-American Sugar, Chain Belt, 
Conde Nast, Decca Records, Dup- 
lan, Dayco, Endicott-Johnson, 
General Baking, General Controls, 
Fram Corp., American Machine 
Foundry, Heyden Newport Chem- 
ical, Holland Furnace, Outboard 
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Two Natural Resource Stocks 


<< That Should Add To Our Profit Record 


Ein anlysts have selected for well-timed pur- 
chase two promising stocks where rising earning 
power and bright 1961-62 prospects should help to 
foster healthy Capital Growth. 


AN UNUSUAL SITUATION — Yielding Over 5% 
—Well financed and integrated 

This company enjoys aggressive management — 
low cost operations — and has ample capital for 
expansion into new fields. Profits increased 8% 
last year but rose nearly 100% in the first quarter 
of 1961. Freedom from long term debt — with cash 
and government securities of more than 114 times 
short term liabilities, give added assurance to 
liberal dividend. Selling more than 10% under its 
1961 high, this issue seems definitely under-priced. 


NEW DYNAMISM FOR THIS ISSUE — 


Still selling about 10 times earnings 

This is a most unusual situation — where earn- 
ings soared 56% in 1960 and 70% in the first 
quarter of 1961. The current dividend represents 
a 34% yield but a hike in this payment is likely 
soon since it is being earned 3-times over. New 
management has sparked efficiency in all sectors 
of corporate activity including diversifying into 
new fields. This stock should prove a rewarding 
committment for income and appreciation. 


OUR MOUNTING PROFIT RECORD 


We expect that these two attractive issues and 
other carefully selected recommendations of 
emerging opportunities, which would be called to 
your attention as a subscriber, will add to our 
outstanding profit record in the coming year. 

Our January 1961 audit showed 684 points ap- 
preciation on the 22 stocks carried in our Forecast 
bulletin. Our audit at the end of June showed 253 
more points added. 


Such stocks as American Chicle, American 
Tobacco, Reynolds Tobacco, Int. Tel. & Tel., 
Sperry Rand and other sound Forecast issues 
have increased subscribers’ gains. 


Appraisal of Your Present Securities 


To help you to put your investment house in 
order looking to the period ahead—be sure to 
include with your subscription a list of the securi- 
ties you own (12 at a time) for our personal report 
and advice on — WHICH TO RETAIN — WHICH 
TO DISPOSE OF — WHICH TO AVERAGE. If 
you are disturbed regarding any issues in your 
list, be sure to get expert opinion BEFORE you 
decide to sell — or to hold. 

This extremely valuable consultation service 
helps subscribers to save thousands of dollars by 
preventing hasty sale of sound issues while weed- 
ing out weaker stocks. 


A Well-Rounded Service Geared to 1961 
Investment Prospects 
Each.Week Our Private Bulletin: 


Keeps you a step ahead on the market outlook, 
changes in defense spending, money rates, taxes 
and the trend of business at home and abroad... 
Firsthand reports from our capable Washington 
analyst interpret political and legislative action. 
Our comments and evclusive indexes of the 46 
industrial stock groups indicate which are rising 
strongly—those starting to advance to decline. 
Our Unique Graph measuring strength vs. weak- 
ness in stocks signalled the 1957 decline, the 1958- 
59 recovery, the 1960 setback and the advance of 
the past months. 

Subscribe now to secure all the advantages of our 
original research, broad facilities, special sources 
of information—backed by eur organization’s 54 
years of successful experience! We feel sure you 
will find our advice most rewarding. 





Special Bonus fer 








MAIL COUPON TODAY FOR SPECIAL BONUS OFFER 











of Ede . a 
MONTHS’ $75 


SERVICE 
Plus Two Weeks Free 
| MONTHS’ 


SERVICE $125 


Pius One Month Free 
C) $15.60 one year. 


Complete Service will start as 
soon as your remittance INI istsiiditicnsiniaaiitnstanividiiniaa 
reaches us — but annual en- SEER aver 
rollments will date as offi- ii sistisisernistneciciancuiniion 
cially beginning one month ai aaa 
later — semi-annual enroll- 





ments will date aa starting 


THE INVESTMENT AND BUSINESS FORECAST ’ - : ; 
of The Magazine of Wall Street, 120 Wall Street, New York 5, N. Y. 


I enclose [] $125 for a year’s subscription—plus one month bonus 


Air Mail: (1 $1.00 six months; [) $2.00 
one year in U.S. and Canada. 
Special Delivery: () $7.80 six months: 


Your subscription shall not be assigned at 
any time without your consent. 


SPECIAL MAIL SERVICE ON BULLETINS 


(0 Telegraph me collect your Forecast rec- 
ommendations . . . When to buy and 
when to sell . . . when to expand or 
contract my position. 


List up to 12 of your securities for our 
initial analytical and advisory report. 








two weeks later. 


AUGUST 26, 1961 








COMING TO NEW YORK? 


Stay at this modern 
25-story hotel. Large, 
beautifully furnished 
rooms with kitchenette, 
private bath, from 
$7.00 daily, double 
from $10.75. Two 
room suites from 
$14.50. 


LOWER WEEKLY & 


MONTHLY RATES 


Air conditioning and } 
television available 


















Broadway at 75th St., New York 
Oscar Wintrab, Managing Director 








Marine, Barber Oil, Stanray, Co- 
lumbia Broadcasting System, 
Packard Bell, Royal McBee and 
White Dental. END 





AS | See It! 





(Continued from page 609) 


only by Mr. Chamberlain’s um- 
brella. Already the West Ger- 
mans, who fear the British, are 


saying — “Munich 1937 — Berlin 
1961”. 

Clearly, this is not the time to 
follow the lead of Britain. It is 
too dangerous. We must look af- 
ter our own interests, and as citi- 
zens we must insist that Presi- 
dent Kennedy do so. 

The country is demoralized as 
a result of the weakness shown 
by the Chief Executive, and fear- 
ful about his qualifications to see 
us through, based on the record 
of his Administration, which has 
not lived up to the promises he 
made when running for office. 

What is he going to do about 
Berlin? Time is growing short— 
and the country is waiting im- 
patiently for the answer. 





Answers to Inquiries .. . 





(Continued from page 648) 


course of recapitalization or ad- 
justment of arrears, etc., offering 
the holder the right to purchase a 
share of common stock at a par- 
ticular price for a stated period 
of time. However, some warrants 
are without time limit and these 


656 


are called perpetual warrants. 

Warrants don’t pay dividends. 
They have no claim on earning 
power or assets of a corporation. 

Warrants purchased at an early 
stage of a bull market or at a 
time when the subject corpora- 
tion’s business is in an uptrend 
usually offer the best profits. 

Warrants with a time limit 
have to be watched for if not sold 
or exercised they become worth- 
less after the expiration date. Per- 
petual warrants are usually the 
best. 

If you believe a common stock 
is going to advance and it has 
warrants, the latter offers great- 
er speculative possibilities, with 
a smaller outlay of capital. War- 
rants rise and fall in mathemati- 
cal relation to their common stock. 
Losses are larger and faster if 
warrants are purchased at a high 
price, particularly in a sharply de- 
clining market. Capital can de- 
teriorate and disappear entirely 
if warrants are bought too high, 
too late and held too long in a bear 
market. Proper timing of pur- 
chase and sale is of the essence. 

Speculative profits can be enor- 
mous if proper timing is followed. 
But we must emphasize that war- 
rants are very risky and loss of 
capital invested can be complete 
and no income or dividends are 
received while held. Only those 
in a position to speculate should 
consider warrants. 

The following are some war- 
rants actively traded on the 
American Stock Exchange. 

Tri-Continental Corp., a large 
general closed-end investment 
trust, offers holders of its war- 
rants, the right to purchase 1.27 
common shares at $17.76 a share 
and these warrants have no time 
limit. Market price of Tri-Conti- 
nental’s common stock was re- 
cently about 5434 and the war- 
rants were at 421, 

Atlas Corp., another closed-end 
investment trust, gives holders 
of its warrants the right to pur- 
chase its common stock at $6.25 
a Share without time limitation. 
Atlas Corp. common stock is cur- 
rently selling at about 334 a 
share and the warrants at 17%. 

Allegheny Corp., a diversified 
investment company; its war- 
rants entitle the holder to buy 1 
share of Allegheny common at 
$3.75 and these are also without 





time limitation. The common 
stock is now around 10 and the 
warrants at 7\4%. 

Armour & Co., meat packer, 
warrants entitle holders to pur- 
chase 1 common share at 171). 
These warrants expire on Decem- 
ber 31, 1964. The common stock 
is currently selling at about 51 
and the warrants at 34. END 


Wool. Revi ew 


The Economic Development 
of Libya 
Report of a mission organized by the 
INTERNATIONAL BANK FOR 

RECONSTRUCTION AND DEVELOPMENT 

at the request of the government of 
Libya 

When an economic survey mission 
organized by the World Bank arrived 
in Libya in early 1959, oil develop- 
ment there was still in the exploratory 
stage, and the principal economic prob- 
lem seemed to be the country’s lack of 
resources. By the time the mission 
came to write this report, oil had been 
discovered in considerable quantities, 
and Libya’s economic outlook was ra- 
dically changed. These events make the 
publication of this report particularly 
opportune, since it discusses the long- 
term possibilities opened up by the dis- 
covery of oil and their impact on the 
Libyan economy. 

The mission’s main task, however, 
was to appraise economic progress to 
date and to put forward specific re- 
commendations for a general economic 
development program to be undertaken 
in the next five years. 

In drawing up this program the mis- 
sion proceeded on the assumption that 
while oil offers a long-term prospect 
of establishing a prosperous economy, 
it is unlikely in itself to provide em- 
ployment for more than a small frac- 
tion of the Libyan people. The majority 
must therefore look to other occupa- 
tions for their livelihood. The remaind- 
er of this book is devoted to an exa- 
mination of policies and programs with 
that objective in view. 

THE MISSION was composed of 
thirteen experts of nine different 
nationalities: 

P. S. Narayan Prasad, Chief of 
sion 
E. Peter Wright, Chief Economist 














Mis- 


T. D. Ahmad, Advisor on Public Health 
D. S. Ferguson, Advisor on Water 
Resources 


Kurt Krapf, Advisor on Tourism 

Habib A. Kurani, Advisor on Education 

Warren H. Leonard, Advisor on Agri- 
cultural Production 

Franz Lutolf, Economist 

W. Sidney McCann, Mineralogist 

G. M. McKelvie, Advisor on Transport 
and Public Utilities 

Zuhayr Mikdashi, Research 
and Interpreter 

G. C. W. Chr. Tergast, 
Economist 

Wybold van Warmelo, Advisor on In- 
dustry and Handicrafts 


Johns Hopkins Press 


Assistant 


Agricultural 


$7.50 
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Are Your Securities 


OUT OF LINE 


— with 1961-62 Investment-Business Prospects?—With Your Own Aims? 


._— of the securities you own may have 
been a good buy when you acquired them 
... but may be a better sale today. 


We have never advocated continuous 
switching of issues—but the conservative 
investor should be the first to replace any 
securities which, through change, no longer 
measure up to the standards of quality, in- 
come or growth he wants to maintain in his 
porfolio. 


Never before has there been such an ava- 
lanche of new products, “special use” ma- 
terials, new techniques — with activities 
ranging from the ocean depths to outer 
space. Certainly this is no time for a “do 
nothing” investment policy. 

It is the function of Investment Manage- 
ment Service, through careful, well-timed 
recommendations, to place and keep your 
investments “in line” with the march of 
scientific achievement, industrial advance- 
ment and investment opportunity. 


Expert Analysis of Your Present Holdings: 


Our first step in serving you is to make a 
detailed report—analyzing your credit list— 
taking into consideration income, safety, 
diversification, enhancement probabilities— 
today’s factors and tomorrow’s outlook. 


Issues to Hold and Advantageous 
Revisions: 

Definite counsel is given on each issue in 
your account ... advising retention of those 
most attractive for income and growth... 
preventing sale of those now thoroughly 
liquidated and likely to improve. We will 
point out unfavorable or overpriced securi- 
ties and make substitute recommendations 
in companies with unusually promising 1961- 
62 prospects and longer term profit poten- 
tials. 


Close Continuous Supervision of 
All Holdings: 


Thereafter—your securities are held un- 
der the constant observation of a trained, 
experienced Account Executive. Working 
closely with the Directing Board, he takes 
the initiative in advising you continuously 
as to the position of your holdings. It is 
never necessary for you to consult us. 


When changes are recommended, precise 
instructions as to why to sell or buy are 
given, together with counsel as to the prices 
at which to act. Alert counsel by first class 
mail or air mail and by telegraph relieves 
you of any doubt concerning your invest- 
ments. 


Complete Consulation Privileges: 


You can consult us on any special invest- 
ment problem you may face. Our contacts 
and original research sometimes offer you 
aid not obtainable elsewhere—to help you 
to save—to make money. 


Help in Minimizing Your Taxes: 


We keep in mind the tax consequences of 
each transaction and help you to minimize 
your tax liability. (Our annual fee is al- 
lowed as a deduction from your income for 
Federal Income Tax purposes, considerably 
reducing the net cost to you.) 


Annual Personal Progress Reports: 


Throughout the year we keep a complete 
record of each transaction as you follow our 
advice. At the end of of your annual enroll- 
ment you receive our audit of the progress 
of your account showing just how it has 
grown in value and the amounts of income 
it has produced for you. 








be o investors with $40,000 or more we shall be glad to send full information on 
Investment Management Service. Our arrnal fee is based on the current value of 
the securities and cash to be supervised—so if you will tell us the present worth of 
your holdings or list them for our evaluation—we shall quote an exact fee—and 
answer any questions as to how our counsel can benefit you. 
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Originated by Cities Service, this 24,000-pound capacity truck speeds delivery of grease to industrial plants 


Cities Service on the move 


Faster ... faster... faster! That must be the pace 
of American industry if it is to meet the chal- 
lenge of the years ahead .. . but it will not be 
enough to do things at greater speed. ‘hey must 
also be done better than ever before. 

Old blueprints will not serve. Cities Service 
has drawn new ones. They call for improved 
methods...new facilities where needed... inten- 
sified research . . . and the redeployment of man- 


power into streamlined organizational effort. 


The impact of this drive for progress is being 
felt every day on a hundred fronts. In every area 
of its far-flung enterprise . . . from producing field 
right on through to your near-by service station 
... Cities Service is on the move! 


“Keep your eyes on Cities Service" 


CITIES @ SERVICE 
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